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1 HEARI NG OFFI CER KERTCHER: Wl cone to
2 the third and final public hearing being held to
3 receive coment on EPA's Decenber 3, 1991 Acid
4 Rain Programregul atory proposals. M nane is
5 Larry Kertcher and I amthe Chief of the Source
6 Control Branch of the Acid Rain Rain Policy

7 Division. | will be serving as the Hearing

8 Oficer for this public hearing.

9 Wth nme today is Judy Tracy from our
10 Ofice of CGeneral Counsel, and Greg Zurla, on ny
11 right, fromour Regional Ofice.

12 Bef ore we begin to receive your

13 coments, | would Iike to make sone bri ef

14 remarks concerning the proposed rul emaki ngs and
15 the procedures under which this hearing will be
16 conduct ed.

17 Wth respect to the rules, the

18 principal goal of the Acid Rain Programis the
19 achi evenent of significant environnmental
20 benefits through reductions in sulfur dioxide
21 and nitrogen oxide em ssions, the primry
22 precursors of acid rain.
0005

1 EPA has tried to devel op a workabl e,

2 flexible, accountable programto achieve the

3 legislatively mandated em ssions reductions at

4 the | owest possible cost. At the sane tine, the



acid rain rules inplenent |egislative provisions
desi gned to encourage energy conservation and
pol l uti on prevention.

The acid rain rul emaki ng package
proposed on Decenber 3rd is unique for a nunber
of reasons, not the least of which is the fact
that it covers four separate but interrel ated
rules: Acid rain permts, nonitoring
requi renents, S02 em ssion all owance trading,
and excess em ssions penalties.

It is our hope that proposing the core
program conponents in this manner wl |
facilitate a broad view of the entire program
and help to elicit the nost hel pful coments
possi bl e.

Let ne enphasi ze that we wel cone your
coments. Up until this tinme we have run
per haps one of the nost open rul emaki ng

processes in the history of the Agency. W have
received the benefit of the thinking of hundreds
of individuals through the Acid Rain Advisory
Comm ttee process and additional discussions at
ot her forunmns.

The proposed rules benefitted greatly
fromthis input, and we expect the final rules
to benefit further fromthe additional conments
recei ved during the comment peri od.

The rul es proposed on Decenber 3rd are
very inportant. They affect virtually al
utilities in the country. The Clean Air Act
Amendrent s require themto be pronul gated by My
of 1992. W appreciate your assistance in
hel ping us to promul gate the nost workabl e and
ef fective rul es possible.

| will now give a brief overview of
each of the rules that we will be hearing
comments on today, starting with the permts
rul e.

The the Cean Air Act Amendnents
requires that the Acid Rain Program be

i mpl enented t hrough source operating permts.
We have tried to develop the permt requirenents
to ensure source accountability for em ssions
reducti ons nmandated by Title IV, yet afford
sources the flexible planning opportunities to
help m nim ze the cost of conpliance.

Addi tionally we have sought to assure
that the acid rain permt programintegrates



snmoothly with the state operating permts issued
pursuant to Title V, yet provide the nationa
consi stency necessary to support the all owance
tradi ng market.

The acid rain permts rule has several
key conponents, including the requirenents
concerning certification of the designated
representative, permt applications, revisions
and chal | enges, and the selection of certain
conpliance options provided for in the
| egi sl ati on.

This rule al so proposes a procedure
for inplenmentation of the Phase | extension
provi sions of the |egislation.

The al | owance system rul emaki ng was
devel oped to provide sources with the
flexibility to neet their sulfur dioxide
em ssions |[imtations economcally, while
provi di ng environnmental accountability for
col | ective conpliance with the required nationa
cap on S02 eni ssions.

The proposal establishes requirenents
for a systemfor tracking, holding and
transferring all owances, as well as for the
establ i shment and operation of allowance
accounts. The proposal also includes
requirenents relating to the distribution of
al  owances fromthe conservation and renewabl e
energy reserve.

The conti nuous em ssions nonitoring
rul emaki ng, CEM is designed to nmeasure source
conpliance and instill confidence in the
mar ket - based approach by certifying the
exi stence and quantity of the all owances being
traded. The CEM proposal includes requirenents
for the continuous nonitoring of sulfur dioxide,

volunetric flow, nitrogen oxide, diluent gas and
opacity for affected units.

The proposal al so contains provisions
covering measurenent of carbon di oxi de, nonitor
certification procedures, perfornmance
verification tests and recordkeepi ng and
reporting requiremnents.

The excess em ssions proposal defines
t he consequences for and the responsibilities of
sources which fail to conply with the Acid Rain
Program s sul fur dioxide and nitrogen oxide
em ssions requirenments. The requirenents



enbodied in this rule provide a strong market
based i ncentive for sources to ensure conpliance
with the reduction requirenents of the | aw

I n summary, EPA has proposed a set of
rules which we believe will provide affected
sources with the flexibility to make the nost
cost effective control decisions possible, and
the incentives to ensure effective conpliance,
while at the sane tinme providing certainty that
the reduction targets required by the

legislation wll be net.

We have been working on these
proposal s since the |legislation was passed 14
nmont hs ago and | ook forward to hearing your
conment s.

| would now like to review with you
the groundrules for this public hearing.

As di scussed earlier, the purpose of
the hearing is for EPA to get the benefit of
your coments on the proposals. As a
consequence, during these proceedi ngs EPA w ||
not advocate any point of view or answer any
substantive questions. W wll, instead, listen
to and record your testinmony, and, where
necessary to fully understand your testinony,
ask clarifying questions.

Presentations will be limted to 10
mnutes. The time limt will be enforced, and |
will let speakers know when one mnute is

remai ni ng by hol ding up a piece of paper which
says "One M nute Remaining," which is sonewhere
on this desk, and when they should end their

remarks. Any clarifying questions fromthe
panel will be asked followi ng the 10 m nute
present ati on.

A list of speakers schedul ed for
testinmony is avail able outside this roomat the
registration table. The |list delineates the
order in which the speakers will be call ed.
Persons who have preregi stered to speak at the
hearing will speak first. To the extent we
finish early or schedul ed speakers are not
present, we can schedul e additional speakers on
a first come-first served basis for the
remai nder of the day.

Sonme of you who were not preregistered
to speak may have al ready signed up at the
regi stration desk to be additional speakers. |



woul d |i ke a show of hands right now as to
anyone who would like to be added to the
speakers's list but has not registered at the
desk.

Seei ng none, as noted in the Federal
Regi ster, if all speakers can be accommdat eed

on the first day of the hearing, we wll not
hold a second day here. At this tinme it |ooks
like that will be the case.

However, we will hold open that
possibility until later in the day to be sure
that other people that would |ike to present
testinony do not arrive in sufficient nunbers to
requi re the second day.

When your nane is called to speak, you
should step up to the podium announce your nane
and affiliation, and begin your presentation.

We request that if you have not already
pre-subnmitted your remarks to the Public Hearing
Hot Line, you make a copy available to the
heari ng recorder and provide a copy to nme prior
to your remarks. |f you do not have a copy,

pl ease submit one to the hearing recorder prior
to the end of today's hearing. You should
address your remarks to the Panel.

A transcript of this hearing will be
made by the hearing recorder and will be placed
in the docket at A-91-69, which is the overal

docket for these rul enakings.

The public comrent period for the
proposal will remain open until February 3rd.
| f you have supplenental remarks in addition to
your testinony, you may submit themto the
central docket section of the EPA at the address
listed in the proposal notice. A desk copy of
this notice is at the registration table if you
wi sh to copy the address.

Again, | would |ike to enphasize that
we encourage your comments on all facets of the
rule. Wile we have tried to nmake the proposals
as clear as possible, if you have questions or
believe that certain provisions are ambi guous,
we encourage you to submt coments to that
effect, along with reconmendati ons for renoving
t he perceived anbiguity. W are also
particularly interested in the practical
i nplications of the provisions which you are
concerned about. Case exanples are often very



21
22

0014

0016

1

effective in hel ping EPA understand the
consequences of the proposal.

Additionally, while it is inportant
for us to understand your concerns, it is also
i nportant to the rul emaki ng process that you
submt comments of support for those provisions
whi ch you believe should be retained. Failure
to do so could provide an unbal anced perception
of lack of support for specific provisions.

Finally, we are conmtted to
promul gating these rules as expeditiously as
possible. You can help in this effort by
provi di ng any suppl enmental coments to the
docket as soon as possible, but in any event not
| ater than the close of the comment peri od,
which is noted in the Federal Register as
February 3rd.

| expect we will take a thirty mnute
to one hour break for lunch in the event it does
not appear we will be finished overall by one
o' cl ock.

Wth that, | would |like to proceed and
call the first speaker, who is James M.Lar ney,
Aneri can Hospital Association.

M. MLarney?

MR.  JAMES McLARNEY (Director,

Hospi tal Engi neering Services, American Hospital
Associ ation, Chicago, Illinois): Good norning.
My name is Janes McLarney, and | amthe Director
of the Anerican Hospital Association's Division
of Health Facilities Managenent.

W do plan to subnmit two copies of our
comments to the panel by the end of today.

On behalf of the the nation's nearly
5,400 institutional nenbers of the Anmerican
Hospital Association we wel conme the opportunity
to testify on the proposed rules of Title IV of
the Clean Air Act. All hospitals and many ot her
types of health care facilities have generators
to ensure the availability of electric power for
|'ife-sustaining equi pment during public utility
power fail ures.

The American Hospital Association
supports the goal of the Clean Air Act to reduce
t he adverse effects of acid rain. The rule
proposed by U. S. EPA on Decenber 3, 1991 woul d

begin the inplenmentation of the Acid Rain
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Program by cappi ng sul fur di oxi de and nitrogen
oxi de em ssions fromelectric generators. It
woul d require that existing generators with an
out put capacity greater than 25 negawatts, as
well as all new generators after Novenber 15,
1990, neet these em ssion caps by the year
2000.

As a first step EPA would require that
all operators of affected generators instal
conti nuous em ssions nonitoring systens for
sul fur dioxide and nitrogen oxide. |In addition,
they would be required to apply for a permt
certifying their conpliance with these new
requi renents.

Most nost backup generators fall under
the 25 nmegawatt threshold for exception from
t hese new requi renents. However, the threshold
applies only to existing generators, not to new
generators. All new generators would be
required to have a permt, use continuous
em ssions nonitoring systems and adhere to the

l[imtations of the Acid Rain Program

AHA believes it would be appropriate
to exclude all standby hospital emnergency
generators fromthese rules. Application of
these rul es woul d i npose a significant financial
burden on hospitals with little gain; it would
yield little new information or em ssions
control fromthe required nonitoring technol ogy,
because the generators are used sel dom

Hospitals are required by their
vol untary accreditation organi zati ons and by
state and federal standards to maintain
generators in case of public utility electrical
failures to ensure a constant source of power to
|ife-sustaining equi pment. Snall hospitals
typically have one generator; the |arger
hospitals may have as many as five generators.
Bet ween 8,000 and 10, 000 of these units are
believed to be located in U S. hospitals.
Typically these generators are rarely called
into full use. Their usage is usually confined
to one or two hours per nonth to ensure that

t hey are operational.

The AHA has conpil ed cost estinmates
for continuous em ssion nonitoring systens for
generators from four nmanufacturers. Capital
costs range from $200, 000 to $300, 000 for steam
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pl ants and $100,000 to $120, 000 for small diesel
and dual fuel engine powered generators.
Operating costs are expected to be $30,000 a
year. These costs would add significantly to
the price of new equi pnent.

The AHA contacted its nenber hospitals
to learn the typical usage of standby
generators. D esel fuel consunption was chosen
as a good neasure of usage. John Crowl ey of St
John's Hospital in Lowell, Massachusetts, spoke
with six other hospitals in Massachusetts to see
how many gal |l ons they burned. He found that
t hose hospitals typically burned from 200 to 400
gal l ons of diesel each year.

The nunber of gall ons burned depended
upon the size of the hospital and how frequently
the generators were operated. At St. John's,

for exanple, a 250 bed hospital, they burned 250
gal l ons of diesel in 1991 and they expect to
burn 300 gallons in 1992. The hospital expects
this increase as a result of the procurenent of
an additional generator.

Em ssions fromall diesel fired
utility units conprise |less than one-tenth of
one percent of the total utility em ssions, and
hospital s account for just a small fraction of
t hese units.

G ven that the intent of the program
is tosignificantly Iimt sulfur dioxide and
ni trogen oxide em ssions, very little em ssions
control will be achieved by requiring such snall
systens, used so infrequently to adhere to the
Acid Rain Programrules. Large sources of
sul fur dioxide, such as industrial facilities,
are exenpt fromthe Acid Rain Program Hospita
sources contributing such a small anount of
sul fur di oxi de should al so be exenpt from such
costly regul ation.

In summary, the inposition of these

requi renents on units that contribute so little
to the problemwould provide no real benefit to
the Acid Rain Program s objectives, while being
very costly to hospitals that have repl aced
generators since 1990 or that will replace
generators in the future.

Most inportantly, these costs would
redirect scarce resources from hospitals’
primary mssion, and that is the care of



patients.

Agai n, the American Hospita
Association would like to thank the Panel for
the opportunity this norning to present our
coments. We would be very happy to answer any
guestions you m ght have.

HEARI NG OFFI CER KERTCHER: Thank you
very much for your testinony. W wll nove to
t he next speaker, then.

Tom Zor dan, Science Applications

I nternational Corporation -- if M. Zordan is
not here, nor a stand-in, we will nove to the
third speaker, who is Jack Kegel, |owa

Associ ation of Municipalities.

MR, JACK KEGEL (Ceneral Counsel, |owa
Association of Municipal Uilities, Des M nes,
lowa): Good norning. M nane is Jack Kegel. |
am General Counsel for the |Iowa Association of
Municipal Uilities. Qur association represents
the interests of nore than four hundred cities
whi ch operate electric, gas and water utility
systens throughout the State of lowa. CQur
nmenber ship i ncludes 134 of lowa's 137 nunici pal
electric utility systens.

| would Iike to take just a nonent to
tell you a little about lowa's rmruni ci pal
electric utilities. lowa is a small state. CQur
entire population is less than that of the City
of Chicago, where we are today. W don't have
any large cities, and we have only a handf ul
wi th popul ati ons over 50,000. The essence of
lowa can be found in the hundreds of small farm
comuni ties which dot the | andscape every few
mles fromborder to border.

By and | arge, our nunicipal electric

utilities serve these small communities. W
have only three utilities, those at Ames, Cedar
Falls and Muscatine, with 10,000 custoners or
nore. W have one ot her system Spencer, that
has nore than 5,000 custoners. That |eaves 97
percent of our municipalities with fewer than
5,000 customers. 116 of our systens, about 85
percent, have fewer than two thousand custoners,
and about 60 percent of our systens have fewer
than a thousand custoners. 30 percent actually
have fewer than five hundred custoners. And
they are the very smallest communities in |owa.
These very small utilities have been



providing quality service for generations, and
in many of these comunities the presence of a
muni ci pal electric utility has been a key factor
in maintaining a healthy |ocal econony through
the agricultural depression of the 1980s.

But a utility with five hundred or a
t housand or two thousand custonmers operates with
a small staff, whose tine is fully conmtted to
operating and maintaining the system There is

little staff time available to take on
significant new duties, and these utilities have
relatively low kilowatt hour sales with which to
recoup | arge capital costs.

We hope that when the final
regul ations are issued under the acid rain
portion of the Clean Air Act, EPA wll bear in
m nd that these regulations don't apply only to
huge corporations with hundreds of millions of
dollars in annual revenues. They also wll
pl ace a heavy regul atory burden on these snal
systens with 500, 1,000, or 2,000 customners.

W believe there are several ways EPA
can mtigate the burden on small systens without
weakeni ng any way the effectiveness of the O ean
Air Act. | would like like to address some of
t hose.

The first area | would like to address
concerns small unit generation. Many of our
menbers own and operate di esel and dual fuel ed
i nternal conbustion generating units. By and
| arge, these units are very small. O 273

i nternal conbustion units included in our 1991
survey, only 7, that is 2.6 percent, exceeded 5
megawatts in capacity. Further, these units
operate only during peak hours or as standby
units in case of energency outage.

O our 273 internal conbustion units,
only 3 had a capacity factor of greater than two
percent. That is 175.2 hours of operation in
the entire year. The average capacity factor
for all units was 0.46 percent, which is only
40. 3 hours of operation per year.

Every one of our units that operated
at a capacity factor of one percent or greater,
which is 87.6 hours per year, is dual fueled and
runs primarily on natural gas. Em ssions from
these units are absolutely m ninal

Over the next 5 to 10 years a nunber



of our nenbers may see a need to install new
very small units simlar to the ones |I have just
described. Gven the mniml em ssions from
these units and the few annual hours of
operation, we believe that very small units

shoul d be exenpted fromthe rules.

We recomrend an exenption fromthe
rules for units of 5 nmegawatts or |ess, and we
woul d al so recommend that small units above 5
megawatts in capacity, in the 5 to 10 negawatt
or 5 to 15 negawatt range, also be exenpted if
they neet limtations on annual hours of
oper ati on.

| would also |like to discuss the
question of alternatives to CEMs for internal
conbustion units. W have worked very cl osely
Wi th our national affiliate, the American Public
Power Associ ation, in developing an alternative
protocol for diesel and dual fueled units. W
know t hat the EPA staff has worked very hard on
this issue, and we appreciate the effort that
has gone into developing the alternative to CEMs
in the proposed rule.

W believe that a | ot of progress has
been nmade in devel oping a workable alternative
for new internal conbustion units, but we still
have a ways to go.

The proposed rules would still require
new, very snmall diesel units to install NOx and
opacity nmonitors, as well as conducting
extrenely stringent fuel sanpling and anal ysis

for S02. If these requirenents remain in the
final rule, we are afraid new snmall diesel units
will be virtually elimnated as a viable option

for our nmenber utilities.

These new units, just like the current
ones, would be intended to operate only a few
hundred hours a year. And, as we see it, the
annual i zed costs of em ssions nonitoring al one
requi red under these rules at a new snmall diesel
woul d roughly equal the entire annual revenue
produced by the unit.

Ofering an alternative to CEMs for
S02 offers little meani ngful savings for a new
diesel if NOx CEMs and opacity nonitors are
still required. W have to find a nore cost
ef fective approach for these units.

EPA should allow oil-fired and
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gas-fired units to use a reasonabl e and

practicable NOx CEMs alternative based on

em ssions factors drawn fromload curves
produced froma stack test perfornmed every five
years upon permt renewal or after 365 days of
oper ati on, whichever occurs first.

Ol-fired diesels should be exenpted
fromopacity nonitoring. As we have noted,
these units operate few hours in a year and
produce de mnims em ssions. The sane
considerations that |led EPA to exenpt gas-fired
units fromopacity nonitoring in the proposed
rul es support an exenption for oil-fired units
as well in the final rules.

We al so have several concerns
regarding the alternative S02 oil sanpling and
monitoring procedure. It would require hourly
automatic as-fired oil sanples blended into a
24- hour based conposite sanple, which nmust then
be sent to a | abor on-site facility for sul fur
content analysis, with results returned within
24 hours. The proposed rule al so requires
anal ysis of daily oil sanples for oil heat

cont ent.

Hourly fuel sanpling would be tine
consunm ng and expensive. It would likely not be
cost effective for a small diesel unit which
operates at a capacity factor of one to two
percent. The requirenment to return results of
lab testing of oil sanples within 24 hours will
not increase the accuracy of the nonitoring, and
it will be virtually inpossible to neet for
small utilities which don't have testing
facilities on site. Daily heat consent analysis
may be appropriate for the heavier varied oils
burned in large oil-fired steamunits, but it is
not appropriate and is not needed for the
constant heat content of the fuels used in
i nternal conbustion units and in conbustion
t ur bi nes.

EPA has asked for comment on the
appropri ateness of using | ess precise, |ess
conti nuous sanples in exchange for a default
value for sulfur content. The default val ue
woul d be the highest measured value in the |ast

30 days. W believe that use of this or sone
ot her appropriate default value is a far better
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approach. W strongly urge EPA to include use
of a default value for sulfur content in the
final rule.

In | arge neasure, the alternative S02
oil sanpling and nonitoring protocol was
designed for large, oil-fired steam generating
units. We believe that the protocol should be
nodi fied to include reasonabl e and practi cabl e
proposal s that are nore appropriate for engines
as opposed to boilers. The procedures devel oped
by Kilkelly Environnental associates for the
Ameri can Public Power Association provide a
wor kabl e alternative, and we urge EPA to adopt
t hese or conparabl e proposals in the final
rul e.

| would i ke to turn now from smal |
units to an issue that relates to | arge,
jointly-owned base |load units. Mny of our
menbers have mnority interests in |arge
basel oad coal units operated by other

utilities. W believe that the rules need to
provi de additional protections for mnority
owners in the selection of the designated
representative.

W urge EPA to require unani nous
consent of all co-owners for the selection of a
desi gnat ed representative and establishnment of a
desi gnated representative agreenment. W believe
that this is consistent with Congress's intent
to protect the interests of mnority owers. |[f
unani nous consent is not required, we believe
EPA at a m ni num shoul d provide that mnority
owners have some neasure of control over the use
of their proportional share of the allowances
all ocated to the unit, particularly if the
al | omances are not required for operation of the
unit.

A closely related i ssue concerns
liability of co-owners. The proposed rule
elimnates the "joint and several liability"
| anguage of the draft rule, but there is little
practical change in the distribution of

liability anong owners. The current |anguage
woul d still make mnority owners |iable for the
conpliance activities of the operator.

The concept of joint and several or
shared liability has been used effectively as an
enforcement tool in other areas, such as the



20
21
22

0033

QOWoO~NOUITRWNE

=

Superfund program and it may be an appropriate
enf orcenment nmechanismwhen it is likely that the
party agai nst whom enforcenent should be

di rected cannot be reached.

In the Superfund program for
exanple -- we don't believe that is the case in
this program W believe that the operators of
Title I'V sources are stable entities. EPA wll
clearly be able to reach the operator of a unit
w t hout having to extend liability to the other
owners.

We urge EPA to give full consideration
to Section 810 of the statute, which requires
EPA to "determ ne the inpact on snal
comunities.” The preanble to the rules states
that "EPA has provided all the relief available

under the statute to help the nost affected
smal | utilities.” W disagree that al
avai |l abl e steps have been taken at this point.

W have outlined a nunber of steps
today. There are some in ny coments which
have not had tinme to address which EPA coul d
take to | essen the heavy burden of conpliance
for lowa's municipal utilities. | believe the
nodi ficati ons we propose are well within EPA s
di scretion under the statute and would further
t he congressional mandate set out in Section
810. We urge EPA to adopt these recomended
nodi fications in the final rule.

Finally, | would Iike to extend ny
appreciation and that of all of lowa's munici pal
electric utilities for the opportunity to
present our concerns at this hearing.

Thank you.

HEARI NG OFFI CER KERTCHER:  Thank you.

The next speaker is M chael Menne of
Uni on El ectric Conpany.

MR. STEVEN C. HUGHES (Engi neer, Air

Quality Program Union Electric Conpany, St.
Louis, Mssouri): Good norning. M nane is
St even Hughes. M ke Menne had a death in the
famly yesterday and wasn't able to make it, so
| amfilling in for him

| am an engineer in the Alr Quality
Program for Union Electric Conpany, l|located in
St. Louis, Mssouri. Union Electric Conpany is
an investor-owned electric and gas utility
serving over one mllion custoners throughout



M ssouri, West Central Illinois and Sout heastern
| owa.

The Title IV regulations will have a
significant inpact on Union Electric Conpany.
The conpany owns and operates six Phase |
affected units and twenty units that will be
affected under Phase II. Detailed witten
coments on the proposed Title IV inplenentation
regul ations will be provided before the comment
deadline in February, but today | want to
enphasi ze just a few points which are
particularly troubl esone to Union Electric.

The first major concern to the conpany
i nvol ves the extensive liability of the
desi gnated representative in the permt section
under Part 72. According to Sections 72.7
through 72.9 of the proposed regul ations, the
DR wll be held liable along with owners and
operators of affected units for any data, plan
or conpliance issue regarding the affected units
the DR represents.

In addition, the DR nmust sign a sworn
statenment that all information in each submtta
is, at least to the DR s know edge, true. The
DR is expected to interrogate those who supply
himwith the information. Section 72.8 is
particul arly disturbing, because it makes it a
violation to del egate any responsibility to take
any action or conply with any standard or
requi renent of the Title IV rules.

These requirenments conbine to nake the
DR a person who nust do the followi ng: He mnust
personal ly verify all submtted information as
correct, including conpliance plans, permt

applications, nonitoring plans, QA procedures,
generation and eni ssions data. In addition, he
must be in a position of control over the
operation of the affected units. He nmust be in
a position to imedi ately take actions to
rectify nonconpliance conditions. He nust be in
a position to take action on conti nuous
em ssions nonitoring operations and probl ens.
And, in addition, he is the only person able to
submt forns or negotiate with the Agency on
conpl i ance i ssues.

To sumit all up, he has got a |lot on
hi s back.

Most utility managenent structures do



not provide for a person to be capabl e of
handl i ng such responsibilities. Wile we
totally recogni ze and understand the need for
the Agency to want to specify a single

i ndividual to represent an affected unit, there
must be sone neans established to limt the
personal liability of the DR from operations
whi ch are not under his or her control.

We recomrend that the wordi ng of
Sections 72.7 through 72.9 and throughout the
regul ations be nodified to allow for the
desi gnated representative to be the person who
legally represents an affected unit for purposes
of supplying the required information to the
regul atory agencies, yet |limt the ability of
the Agency to enforce personal crim nal
penal ti es agai nst the DR for operations over
whi ch he has no control.

W al so recommend del eting that
portion of 72.8 which prohibits the del egation
of responsibility. As currently witten, the
desi gnat ed representative, owner or operator,
nmust physically performall tasks associ ated
with conpliance in order for that person to be
certain that each action taken will not result
in personal crimnal action.

At this point | would like to nake
sonme coments on Part 75 of the Continuous
Em ssi ons Moni toring.

Uni on El ectric has been nonitoring S02

for over a decade on six of our coal-fired
units, so we do have sone experience in the
field of nmonitoring S02.

The first coment has to do with the
m ssing data scheme. 1In order to provide the
backup data necessary for the proposed m ssing
data scheme, coal sanples nust be taken every
si x hours on every coal-fired affected unit
fol |l owi ng ASTM net hodol ogi es. Thi s requirenent
is very costly and overconservative.

As a conpany which operates 12
coal -fired units affected by this provision,
this requirenment would cost Union Electric tens
of mllions of dollars for sanmpler installation,
mai nt enance, physical transport of sanples,
anal ytical |aboratory analysis of the sanples,
and data anal ysi s.

This is a extrenme for backup data when



CEM i nstrunentation is not available. For those
units which intend to conply with acid rain
sulfur Iimtations strictly through the use of

| oner sul fur fuels, mssing data should be

filled in through interpolation routines. O her
statistical nethods should apply to those units
where flue gas desul furization or other chem ca
or mechani cal controls are applied.

One of our big concerns is conplexity
of the m ssing data schenes as it is currently
witten, in addition to the cost involved with
the coal sanpling. W would like to see a much
cl eaner approach, where you are just |ooking at
the previous CEM data, nore |ike what was in the
draft rules |ast sumrer.

My second conment has to do with the
bias test portion of the relative accuracy
audi t .

The proposed net hod of applying a bias
test to the relative accuracy audit is not
appropriate. For one, if the Agency believes
this test is statistically valid and the bias
test is used to adjust data when readings are
bi ased | ow, then adjustnments should al so be
al l oned to data when readi ngs are biased high
It only nakes sense that if this is a

statistically valid procedure, it should be
available in both directions. Oherw se, severe
al l omance penalties will result when readi ngs
are adjusted for bias.

| have taken sone of our previous
stack test data and applied the bias test to
them The penalty will be quite excessive now.
We agree -- | should say we don't have any
problemw th the Agency meking the m ssing data
procedures in such a way that it penalizes you
for not having the availability. But, based on
the data that | have put together, this m ssing
data procedure -- this bias test will really
penal i ze Union Electric a severe anount.

Secondl y, bias should not be based on
once or twice a year stack tests. |f possible,
Union Electric would like to see this bias test
not applied on a sem annual or annual basis when
a stack test is done. W would like to see it
done as an adjustnent to the zero and span
checks done each day simlar to what is done in
nmet hod 6(C).
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There are many nore sources there in
the reference nethod stack tests than you see on
zero and span checks each day. But what really
bot hers us about only applying it to the stack
test is that there are so nany vari abl es that
coul d change from week to week.

Even if EPA | owers the protocol, if
you change your cal gas out, plus or mnus two
percent of the protocol on gases, you could
still change your gas nodel out fromone day to
the next, and it would be a change of 4 percent
if you are two percent in one direction the
first day and two percent in the other the next
day. There are so many things that could change
during the stack test, that to be penalized for
t he next six nonths because that doesn't seem
appropri ate.

That concl udes ny conments on the bias
test.

The next comments have to do with the
requi renents for NOx and opacity nonitors on our
oil and/or gas-fired units.

W believe the requirenments for NOx
and opacity CEMinstallations should be waived
for all oil and/or gas-fired units, particularly
t hose units which have a | ow capacity factor.
Many ol der units exist across the country,
particularly in urban areas, which are used
primarily to supply power during periods of peak
demand. These units are not econom cal to
operate on a continuous basis. Congress limted
the NOx reduction programto coal-fired units in
the Clean Air Act, and therefore we find no
basis for requiring NOx nmonitors on such peaking
units.

NOx em ssions, if needed, could be
estimated through various em ssions factors
cal cul ati ons.

Opacity and NOx em ssions are
typically intermttent, quite | ow, and maybe
insignificant from such sources. According to
t he proposed regul ati ons, Union Electric Conpany
will be required to spend millions of dollars in
capi tal and operations and nai ntenance costs for

establishing CEM systens on 8 oil and/or
gas-fired units which only run a limted nunber
of hours each year. The contracting, stack



4 sanpling, maintenance force, engineering, |ab

5 work, data analysis and reporting, which is part
6 of the CEMrequirenents, would hardly seem

7 justified for such a small source of annual

8 em ssions.

9 We strongly urge EPA to waive the NOx
10 and opacity CEMrequirenents for oil and/or

11 gas-fired units. |If this is unacceptable, then
12 EPA shoul d wai ve these requirenments for oi

13 and/or gas-fired units which operate below a

14 defined capacity factor, and we recomrend t hat
15 capacity factor be in the nei ghborhood of 30

16 percent.

17 The only comment | would |Iike to make
18 in regard to this NOx and opacity problemis in
19
20

many cases we will be required to fire these
units sinply to do the sem annual or annual
21 stack tests. In that case, we wouldn't even

22 need the generation. These units operate on a

1 rmuch higher cost per kilowatt hour than any of

2 our other units. So it would be quite a penalty
3 to have to do that.

4 The last item| would like to talk

5 about has to do with the 10 percent relative

6 accuracy requirenment on the conbined S02

7 velocity, which would be required to the year

8 2,000. W don't feel there is enough data

9 available at this tine to substantiate that we
10 can obtain that 10 percent. W would like to

11 see that delayed until later in the 1990s --

12 1998 -- at which tinme, if it is appropriate, the
13 Agency can propose that portion of the

14 regul ation.

15 | appreciate having the opportunity to
16 express our views at this hearing.

17 HEARI NG OFFI CER KERTCHER:  Thank you.
18 Qur next speaker will be David Baker
19 of the Illinois Departnent of Energy and Natural
20 Resources.
21 MR. DAVI D BAKER ( Manager of Policy,
22 1llinois Departnent of Energy & Natural
0044

1 Resources, Sprinfield, Illinois): M nane is

2 David Baker. | am Manager of Policy Research

3 for the Illinois Departnment of Energy and

4 Natural Resources.

5 This testinony is intended to register
6 initial concerns regarding the proposed rules on
7 the national Acid Rain Programissued by the
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U S. EPA on Decenber 3, 1991. The State of
II'linois may al so submt additional coments on
t he proposed rules before the deadline in
February.

The State of Illinois and its affected
agenci es of governnment recogni ze and accept both
the difficulty and i nportance of establishing
both an effective and econom cal nati onal
programto ensure clean air, including the C ean
Air Act Anmendnents of 1990. Illinois governnent
has al ready taken significant steps through
recent |egislation and adm nistrative actions to

ensure Illinois sources conply with Title IV of
that federal law, and you nay expect that
I[I'linois will nmeet or exceed em ssion control

requi renents of Title IV of the act in a tinely
manner .

However, such actions to achieve the
envi ronnmental betterment can be taken only at a
cost. The enornmous near-term costs which
II'linois and other high sulfur coal producing
states will experience as a result of Title IV
i npl enent ati on have al ready becone apparent.
Electric utility custoners in Illinois will pay
in the range of $200 million or nore annually
for electricity to reduce em ssions of sulfur
and nitrogen oxide. Wile this cost is
significant, the cost to the coal industry in
II'linois and the rel ated regi onal econony will
be devastati ng.

II'linois is a supplier of fuel to a
dozen states in the Mdwest and Sout heast.
Forty electric utility conpani es, owning 106
Phase | affected units, burn Illinois coal. The
I1l1inois Departnent of Energy and Natural
Resources recently surveyed the 30 utilities
whi ch annual |y burn 50,000 tons or nore of

II'linois coal. Sixteen of themplan to reduce
or elimnate their purchases of coal from
II'linois as a part of their conpliance plans.
Only 5 have plans for the installation of flue
gas desul furization. Overall we expect a |oss
of 26 to 38 percent of our coal sales, a |oss of
three to four thousand m ning jobs and perhaps
seven to el even thousand rel ated j obs.

The ten-county region that will be
hardest hit will experience an unenploynent rate
of over 20 percent. Denands on state government



services wll grow significantly, and state and
| ocal revenues fromthe economc activity in
that region will decline. Oher states in the
Mdwest w il also face the dual repercussions of
hi gher utility costs and | ost econom c
activity.

The State of Illinois enphatically
mai ntai ns that the Agency nust take deliberate
cogni zance of these circunstances and the unfair
burden which they represent in the fornul ation
of its final rules to govern Title IV. The self

evident obligation in pronulgating such rules is
to use its discretionary powers to ensure
regional fairness and to avoid further econom c
harmto Illinois and simlarly situated states
to the fullest extent possible.

Wth regard to the particul ar
provi sions of the proposed rules, the State of
II'linois believes that the Agency has both the
power and the duty to encourage the depl oynent
of quality control technol ogy which permts the
use of high sul fur coal

The preanble to the proposed rul es
notes, and | quote, "Section 404(d) was included
in the act to reduce the inpact of the acid rain
reducti on program on enpl oynent in high-sulfur
coal mning conmunities and to defray the
conpl i ance costs and consequent electric rate
i ncreases that woul d otherw se be charged by
some of the utilities using high sulfur coal."
And t he Congressional Record was cited in nmaking
t hat statenent.

The cl ear and undi sputed intent of

Section 404(d) was to foster the installation of
90 percent control technology, that is
scrubbers, as a nethod of conpliance by
rewar di ng such actions vis-a-vis others, such as
fuel switching, which would reduce high sulfur
coal use.

Consequently, the State of Illinois
nmust take serious unbrage with the Agency's
proposal for Phase | early extension ranking
procedures at Subpart L of Part 72 of the
proposed rules. The proposed tel ephone queuing
procedure for determ ning order of receipt of
applications underm nes the clear intent of
Section 404(d) of the act and ignores the
Agency's discretionary authority to allocate



Phase | extension all owances on ot her bases that

woul d be nore appropriate or nore consistent.
The phone queui ng procedure

unnecessarily fosters uncertainty about the

I'i kel i hood of obtaining extension all owances,

t hereby substantially reducing their expected

value to utilities which mght seek them As a

result, the many utility conpanies for which
scrubbi ng and swi tching conpare closely in cost
are already favoring the latter option. Only
five utilities that burn Illinois coal and
approximately 20 utilities nationw de are
seriously considering installation of
scrubbers.

Rat her than encouragi ng the maxi num
anount of technol ogical control in Phase |, the
proposed rule is discouraging at | east sone
utilities fromadopting them Mst of the
alternatives to the tel ephone queui ng procedure
described in the preanble to the Proposed Rul es,
nanmely the nodi fi ed phone queue approach, the
lottery, the date stanp and the stand-in-line,
have this sanme shortcomng. All of these
approaches undernm ne the intent of Congress in
Section 404(d).

Unfortunately, the agency's
interpretation of Section 404(d)(3) reflected in
proposed Subpart L focuses narrowy and
i nappropriately on only a portion of the

rel evant statutory |language. | cite the
| anguage in here. | won't read it.

The fundanental error in the Proposed
Rul es is the assunption that Section 404(d)(3)
requi res each applicant be either approved or
denied the full amount of eligible extension
al | ownances. The act contains no such
al | -or-nothing requirenent.

The final action referred to in the
first sentence of that section does not require
total approval or total rejection of a
proposal. It only requires a decision that is
consistent with the authority granted to the
Agency in the second sentence of that section.
That second sentence all ows approval in whole or
in part and with any necessary nodifications or
condi ti ons.

It is difficult to imgine that any
menber of Congress who voted for passage of the
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Clean Air Act Amendnents of 1990 envisioned a
circunstance in which the EPA would al | ocate
ext ensi on al |l owances based on a tel ephone gqueue

whi ch separates applicants by mlliseconds or
nanoseconds.

Only one of the alternatives described
by the Agency is within its adm nistrative
di scretion and consistent wwth the intent of
Congress. This is the pro rata allocation
approach. As explained in the preanble, the
Agency has the discretion to provide that al
applications received on a given day woul d be
considered to have been received at the sane
time. And if the extension all owances are
over subscri bed, the Agency, as well, has the
clear authority to approve requests for
extensi on all owances on a pro rata basis.

As the | anguage in there says, the
Adm ni strator rmay approve an extension proposal
in whole or in part and with such nodifications
or conditions as may be necessary.

Finally, the EPA al so acknow edges in
its preanble that a pro rata allocation could
encourage the installation of nore control
technol ogy than the other alternatives.

This is what Congress intended. The
pro rata distribution is nbst consistent with
that intent to maxim ze the installation of
control technology and m ninize the detrinmental
effects on high-sulfur coal states. Its own
Advi sory Conmittee, the Acid Rain Advisory
Committee to the EPA in the report fromits
Permts Subconmittee, recommended adoption of
the pro rata approach.

We believe, therefore, for all of the
above reasons, that the Agency has the duty to
adopt the pro rata approach in its Phase | early
ext ensi on ranki ng procedures.

We recomrend that the Agency consi der
all applications received on a given day to be
received at the sane tine, and, if extension
al | omances are oversubscribed, that the Agency
all ocate themon a pro rata basis. W believe
this rule could and should be adopted in a
timely manner to allow utilities to nake
deci si ons about their Phase | conpliance plans.

| would Iike to thank you on behal f of
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director John S. Moore of the Illinois
Departnent of Energy and Natural Resources.

| would just like to say one nore
thing. Separate fromthe testinony, when
heard that you were holding the hearing at the
Museum of Sci ence and I ndustry here, | assuned
you would be holding it in the coal m ne.
(Laughter).

Thank you.

HEARI NG OFFI CER KERTCHER:  Thank you.

The next speaker will be Marty Bl ake,
Loui sville Gas and El ectric Conpany.

MR. MARTY BLAKE (Director, Regulatory
Strategies, Louisville Gas & Electric Conpany,
Loui sville, Kentucky): Good norning. M nane
is Marty Blake, and | amthe Director of
Regul atory Strategies of the Louisville Gas and
El ectri c Conpany.

LGRE appreciates the opportunity to
submit oral comments on the Environmenta
Protecti on Agency's proposed rul es which were
publ i shed in the Federal Regi ster on Decenber 3,

1991, inplenenting the Clean Air Act Amendnents
of 1990.

In order to inplenent the nmarket-based
approach adopted by the Congress in the
anmendnent, it is critical for EPA s regul ations
to provide utilities with the flexibility to
achieve S02 reductions in the nost cost
ef fective manner possible. Al 8 of L&E s
coal -fired electric generating units are fully
scrubbed. In 1991 L&GE had a system w de
average annual S02 em ssions rate of about 0.85
pounds per mmBtu, with its best unit having an
annual average S02 em ssions rate of about 0.52
pounds per mmBtu. Al 8 of L&E s coal-fired
el ectric generating units nmeet the Phase Il S02
requi renents and L&E' s scrubbers prevented
about 116,000 tons of S02 frombeing emtted
into the atnosphere in 1991.

The current conpliance status of
conpanies |i ke LGE all ows those conpanies to
play an inportant role in hel ping
Phase | -affected utilities to neet their S02

reduction obligations. LG&E wants to assist in
acconplishing this by using its scrubbed units

as conpensating generation and as conpensating

units for utilities with Phase | affected



units.

The ability to purchase conpensating
generation fromthese L&GE units could greatly
assist other utilities with Phase | units in
dealing with any unpl anned underutilization
problens on a tinely basis in order to conply
with EPA's regul ations. These units wll
provi de a ready source of conpensating
generation, which, because of their | ow em ssion
rates, could help other Phase | utilities to
m nimze the year-end surrender of all owances
requi red under the regulations in the event of
net underutilization, caused, for instance, by
forced outages.

Creative use of reduced utilization
options will help to realize the efficiencies
and conpliance cost reductions which Congress
envi si oned com ng from market - based sol uti ons.

L&E believes that the proposed rules will
facility the inplenmentation of these reduced
utilization options. The rules proposed by EPA
are a significant inprovenent over the QOVB/ ARAC
draft of June 21, 1991, in the areas of NOx

em ssions limtations for conpensating units,
the requirenments for designated representatives
for utilities using reduced utilization
alternatives, and representatives for utilities
usi ng reduced utilization alternatives and in
clarifying the treatnment of joint and several
liability.

It is clear that EPAis trying to make
t he market - based approaches to conpliance with
the Clean Air Act Amendnments viable alternatives
for utilities with Phase | affected units
wi t hout any degradation of the air quality
i mprovenents which the amendnents envi sion.

The proposed rul es provide the
flexibility necessary for utilities with
relatively | ow average annual em ssion rates to
participate in reduced utilization alternatives

and to conme into conpliance earlier than is
specified in the anmendnents.

A critical elenment in determning the
viability of inplenmenting reduced utilization
alternatives for conpliance is the treatnent of
NOx emission |imtations. Through its comments
t oday, LGE supports the proposed treatnent of
NOx em ssion |imtations on non-desi gnated Phase



9 | utility generating units, specifically
10 "conpensating units."
11 Congressional intent is clear, that
12 one of the major goals of the anendnents was to
13 achieve S02 reductions in the nost cost
14 effective manner. The proposed exenption from
15 the Phase I NOx control requirenments provide a
16 significant incentive for the utilities to
17 explore and adopt cost effective conpliance
18 plans without risking double jeopardy with
19 respect to NOx controls on units that Congress
20 did not specifically identify as requiring Phase
21 | NOx reductions.
22 The doubl e j eopardy woul d be a result
0058
1 of the application of Phase | NOx controls
2 followed by a second nore stringent Phase |1 NOx
3 emssion limtation and the associ ated
4 additional controls. Such treatnent is not cost
5 effective, in that installation of |ow NOx
6 burners at $25 to $40 per kilowatt to attain an
7 emssion rate of .45 to .50 pounds per nmBtu
8 would be followed by further and as of yet
9 indetermnate investnments to achi eve nore

10 stringent Phase Il limtations.

11 Thus, the investnment in Phase

12 technol ogy mght be wasted if the achi evenent of
13 the Phase Il allowable NOx em ssion rates is not

14 possible with | ow NOx burner technol ogy.

15 Subsequently, significant reinvestment in NOx
16 abatenent technol ogy m ght be required.

17 The proposed regul ation al so

18 elimnates another potential double jeopardy

19 situation with respect to NOx eni ssion

20 limtations. There currently exists substanti al
21 uncertainty concerning the treatnent of NOX

22 emssions fromutility units in a ozone

1 non-attainnent area. Wre a unit to be subject
2 to Phase | NOx emssion |imtations solely due
3 to its designation as a conpensating unit and

4 then further be subject to NOx em ssion

5 limtations pursuant to Section 182(f) of Title
6 I, it would subject the unit to excessive and

7 unnecessary NOx reduction costs.

8 The proposed treatnent allows for the
9 proper developrment of Title I NOx regul ations
10 for utility units in ozone non-attai nment

11 areas. Absent such treatnment, units in ozone
12 non-attai nment areas woul d risk making



significant investnments in NOx reductions, only
to find out that those reductions aggravate
ozone formation, as alluded to in Section
182(f).

The proposed treatnment allows EPA to
gi ve due consideration to the NOx volatile
organi ¢ conpound study required in Section 185 B
and thus allows consideration of all pertinent
i nformati on before mandati ng what nay prove to
be unnecessary NOx reductions.

LGXE believes that the current
proposed treatnment of NOx em ssions for
non-listed Phase | units is consistent with
congressional intent, recognizes the risk
associated with premature NOx limtations in
ozone non-attai nnent areas, and provides sone
cost certainty for utility units contenpl ating
desi gnation of conpensating units as part of
their conpliance plans, thus playing an
important role in the devel opnent of an
efficient allowance nmarket.

| f the proposed treatnent of NOx
em ssion limtations on non-desi gnated Phase |
utility generating units is not retained, LGE
believes that there will be few, if any,
utilities interested in offering to use their
cl ean generating units as conpensating units for
other utilities. Thus, it is necessary to
retain the proposed treatnent if the
conpensating unit provision is to contribute to
t he achi evenent of the congressional goals of
air quality inprovenent and conpliance cost

m ni m zation.

Louisville Gas and El ectric Conpany
woul d i ke to thank EPA for the opportunity to
make these verbal comments this nmorning. Thank
you very much

HEARI NG OFFI CER KERTCHER:  Thank you.

Qur next speaker will be Bill Washburn,
the M ssouri Public Services Comm ssion.

MR. BILL WASHBURN ( Manager, Policy &
Federal Departnent, M ssouri Public Service
Comm ssion, Jefferson City, Mssouri): M nane

is Bill Washburn. | am Manager of Policy and
Federal Departnent, M ssouri Public Service
Comm ssion -- | knowit is on the list as
"Public Services," but it is still "Public
Service."



We appreciate the opportunity to
present these comments today.

The Public Service Conm ssion of the
State of Mssouri files these comments
concerning the notice of proposed rul e making
publ i shed by the Environnmental Protection Agency

in the Federal Register on Decenber 3, 1991.

The MOPSC is a governnmental Agency
created under the laws of the State of M ssour
wWith jurisdiction to regulate electrical
corporations in the State of M ssouri, including
the rates and charges for the sale of
electricity to consuners within the state.
Therefore, the Mssouri Public Service
Comm ssion has a significant interest in the
i npl ementation of the Cean Air Act Anendnents
of 1990 and the effect of such inplenentation on
electrical utilities and their custoners.

As Section VI.A 2. of the preanble of
t he proposed rules points out, in order to
properly function, the Cean Air Act Anendnents
depend on the accurate neasurenent of the actual
guantity of S02 em ssions fromaffected units.
In place of the nmeasurenent of the gas
concentrations required under previous
| egislation, the Clean Air Act Amendnents
require that the enmissions fromthe regul at ed
pl ants be nmeasured in tons of sulfur dioxide.

In fact, the entire allowance tradi ng program
seens to be predicated upon the belief that

i nstrumentation exists which can accurately
nmeasure the tons of sulfur dioxide being emtted
when such instrunmentation is installed at a

typi cal power plant.

As proposed, the EPA would require
that a power plant's exhaust gas velocity be
measured. This arises fromthe need to report
em ssions in tons rather than a concentration --
i.e. parts per mllion. The accuracy of the
measurenent of a plant's em ssions in tons is at
best no better than the accuracy of the
measurenent of the gas flowrate. W believe
that the assunptions of the EPA regarding the
accuracy of the instrumentation necessary to
make these neasurenents are flawed.

We nmake this statenment based on a
survey of the regulated electric utility in
M ssouri regarding their experience with the
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i nstrunment ati on necessary for the neasurenent of
exhaust gas flow. Their independent but

unani nous response conveyed very little
confidence in the accuracy of this type of
i nstrunment ati on when placed in in exhaust gas
stream of a coal-fired boiler. The biggest
reason for this lack of confidence was the
recognition of the problemof stratification of
the gas streamflow. The problemof |ocating
the fl ow neasurenment transducers wthin the
exhaust gas system so that they wll produce
measurenents falling within the EPA's proposed
relative accuracy and bias requi renents under
the full range of plant |oads, operating
condi tions and at nospheric conditions is seen as
one with which neither the utilities nor the EPA
have had much experience. Furthernore, our
information indicates that even in the area of
S02 neasurenents, the proposed EPA bias test
will be difficult to pass w thout repeated and
expensi ve retests.

W requested data fromthe regul ated
electric utilities in Mssouri regarding results
of recent S02 tests conducted at several

different plants, each using state of the art
equi pnent. These tests showed a 40 percent
failure rate of the bias test as it is currently
pr oposed.

An anal ysis of the proposed EPA
procedures quickly reveals its basic weakness,
one that received very little attention in the
EPA' s di scussion of the proposed rule. Although
the drafters of the Clean Air Act Amendnents
assuned that instrumentation was avail abl e which
woul d accurately neasure the total quantity of
sul fur dioxide being emtted by a power plant,
apparently no consideration was given as to how
this instrumentation was to be cali brated.

The currently proposed EPA nethods are
the sane time-worn tests that the EPA has been
using for years, but they are now bei ng extended
to fl ow neasurenents. They are awkward, tine
consum ng to undertake, since they are often
performed on a stack 200 or nore feet off the
ground on a very exposed platformby a set of
transducers mounted on | ances and extended into

the stack. Taking a set of neasurenents is so
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time consumng that only a limted nunber of
sanpl es can be obtained transversing the stack,
and by the tinme one settlenent is conplete, the
fuel, operating conditions, or atnospheric
condi tions may have changed sufficiently to

i ntroduce significant errors into the

nmeasur enent s.

The EPA appears to have taken the
position that, given the reliance on the C ean
Air Act Amendnents on CEMs, it should formul ate
its rules and its penalties under the assunption
that the results fromthe reference calibration
met hods are in fact correct, when in fact they
may not be any better than the accuracy of the
instrunments they are supposed to be checking.

Qur data indicate that during the
periodic retests of CEMs, the bias tests
proposed in Appendix Ato Part 75 will probably
cause the nost failures. Thus, we have
concentrated our coments on this part of the
proposed rul es.

VW woul d note that EPA s origina
OwB/ ARAC draft of the proposed rul es provided
that if a CEMfailed the bias test during a
periodic retest, the owner m ght be subjected to
penal ties for overconpliance with the law. For
exanpl e, assunme that during a periodic retest a
CEM was found to be readi ng hi gh when conpared
to the reference calibration nethod to the
extent that it failed the bias test. Although
t he owners woul d al ready have been penalized by
using up allowances at a rate faster than if the
CEM r eadi ngs accorded with the reference
calibration nmethod, the CEM woul d al so be
declared to be inoperative, thus increasing its
out - of -servi ce hours and subjecting its owners
to nore severe penalties under the
out - of -servi ce provisions of the rule.

There was considerable criticism of
this overly harsh provision, and the EPA has
commendably changed it in the |atest draft of
t he proposed rules. However, the rules
currently proposed by the EPA are unfortunately

not much of an inprovenent. Under the rule as
proposed, CEMs can only fail the bias test if
they are reading | ow enough to fall bel ow a
certain allowable range centered on the average
nmeasured by the reference calibration nethod.
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In statistical jargon, this type of criterionis
called a one-tailed test. Using a one-tailed
test in the context of this rule may at first
seemto be a significant inprovenent over the
previous version of the rule. Nevertheless,
what it actually creates is essentially a no-win
situation for the utility and eventually its
custoners, that is to say that there are no
W nners unl ess the EPA believes that a reduction
of S02 beyond the goals of the Clean Air Act
Amendnents by neans of adm nistrative rule
maki ng is a desirabl e goal.

According to Paragraph 7.6.5 of
Appendix Ato Part 75, if during a periodic
performance test a CEM neasures sufficiently
| ess em ssions than the reference calibration
method, it fails the bias test. Until the CEM

is retested, the owners are required to
calculate a factor, greater than one, by which
the plant's em ssions as neasured by the CEM
will be multiplied. This equates to the burning
of val uabl e all owances until the next required
test or until the utility can schedul e anot her
expensi ve retest.

However, if the CEM reads high by the
same amount, there is no offsetting factor |ess
t han one by which the plant's em ssions are to
be multiplied. It should be renenbered that the
CEM was originally certified using the sane
reference calibration nmethod. The CEMis the
sanme, the location is the sane, and nost |ikely
the plant operators are the sane. It is quite
possible that the CEMis operating just as wel
as when it was first qualified, but another crew
or firmoperating the reference calibration
equi pnent has nade a series of measurenents that
indicates a bias in the CEM It nust al so be
remenbered that the tinme necessary to run a set
of reference nmeasurenents whil e maintaining

pl ant output at a constant |evel means that in a
statistical sense a very small nunber of
nmeasurenents constitutes the reference

neasur enent .

Under these circunstances, it is quite
possi bl e that an inpartial expert observer would
conclude that it is as likely that the reference
nmeasurenents are inaccurate as it is that the
CEMis inaccurate, or, because of



10 stratification, that they are both incorrect.

11 As nentioned previously in these

12 comments, the data which we have received

13 indicates there will be a high incidence of

14 plants failing the bias test of their CEMs and

15 that the instruments will as likely fail by

16 reading high as by reading | ow.

17 If the instrunentation is reading too
18 high, it will cause the utility to expend nore

19 allowances than necessary, if the reference test
20 was in fact correct. However, if the
21 instrunentation is reading too low, the utility
22 wll have to factor up the readings of the CEM
0071

1 sothat it agrees with the |atest reference

2 nmethod neasurenents or at least until it can

3 schedule a retest. Even if it then passes the

4 Dbias test, the extra all owances expended in the
5 interimare gone forever.

6 If the bias test were a double-tailed
7 test, that is to say if a CEMfailed the bias

8 test on the high side, the utility would be

9 permted to factor down the CEM readi ngs unti

10 the next retest, and then the current for

11 factoring up a | ow CEM readi ng m ght be

12 acceptable. However, as currently proposed, the
13 EPA rules nean in effect that utilities and

14 their custoners will be paying for at |east sone
15 degree of overconpliance with the Cean Air Act
16 Anmendnents beyond what Congress intended. Under
17 such circunstances, it seens appropriate to

18 question such a one-tailed enforcenent neasure
19 and ask who will pay for this decision. At the
20 very least, the EPA should explain its rationale
21 for such a proposal and who it believes

22 ultimtely will pay the price.

1 Based on our review, this one-sided

2 nmeasure could cost one of our electric utilities
3 we regulate in excess of $5 million annually.

4 I n conclusion, given the nature of the
5 wutility industry, we fear that it wll

6 ultinmately be the customers of the electric

7 wutilities who who pay the price for Clean Ar

8 Act Anendnents overconpliance brought about by

9 EPA s proposed rules. Accordingly, we urge the
10 EPA to revise Appendix Ato Part 75,

11 particularly paragraphs 7.6.4 and 7.6.5, in

12 order to restore fairness to the proposed rule
13 and adopt a double-tailed test that is not
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bi ased against electric utilities and,
ultimately, the custoners of such utilities.

Thank you.
HEARI NG OFFI CER KERTCHER: Thank you.
Qur next speaker will be M ke

Neundor fer, Neundorfer, Inc.

MR. M CHAEL NEUNDORFER ( Chi ef
Executive O ficer, Neundorfer, Inc., WIIoughby,
Chio): | am M ke Neundorfer. | am a nmechanica

engi neer and president of Neundorfer Inc., in
Cl evel and, Oni o.

Qur small, privately-owned conpany has
been in business since 1958. Qur nmjor products
and services inprove the perfornmance of
el ectrostatic precipitators and energy
conversion systens. | am here today to suggest
clarifications and m nor nodifications to the
proposed Clean Air Rule.

Qur custoners have installed as-fired
coal sanpling systens to facility energy
conservation through systemand unit heatrate
i mprovenent and generation cost reduction.

Tests have shown that these systens produce
reliable unit sulfur input data in addition to
as-fired Btu information.

Qur proposed nodification to the | aw

will enable our custoners to use the sulfur data
as a substitute for mssing CEMdata. This
approach is sinpler than the proposed rules. It

is conservative and preserves the incentive to
mai ntain high CEM availability.

As-fired coal sanpling and anal ysis
can be sinply and generally applied as an
accept abl e back up alternative to a primary CEM
in neeting the objectives of the proposed acid
rain rule. The purpose of this testinony is to
suggest clarifications in systemconfiguration
and sanpling procedure which can assure that
conpl ete and accurate S02 enissions data are
obt ai ned using well defined, easy to inplenent
proposal s.

Qur conmments will address:

1. As-fired coal sanpling system
configuration. An as-fired coal sanpler should
be installed on each unit feed pipe below the
bunker.

2. Sanpling procedure. The as-fired
sanpl i ng procedure should provide a conposite
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(gross sanple) proportional to and
representative of the fractional |ot of coal
actually dired during the sanpling period.

3. Conposite sanple period. The
proportional conposite sanple of fuel fired for

each 24 hour period of unit operation will neet
and exceed mssing S02 -- will exceed the S02
data obj ecti ves.

4. Mssing data substitution. Based
on neeting objectives 1, 2 and 3, as-fired
sanpl e analysis sul fur data should be directly
substituted for mssing CEMdata. This wll
elimnate the need for Table C-2 in Appendix C
to Part 75.

Neundorfer, Inc., has devel oped and
denonstrated the Coal Lantz, a cutting edge
technology for as-fired coal sanpling. The Coal
Lant z was devel oped to enable coal -fired
utilities to nore accurately neasure daily unit
health rate. The Btu input data used to -- | am
sorry. [Excuse me. -- accurately neasure daily
unit Btu input. The Btu input data is used to
calculate unit daily heatrate. The daily
heatrate data is used for econom c dispatch
deci sions and operational health rate
i mprovenent feedback

These origi nal system design

obj ectives are focused on energy conservation
and power generation cost reduction. However,
tests have shown that this technol ogy al so

provides reliable as-fired unit sul fur input.

A typical Coal Lantz installation
requires that a Coal Lantz sanpler be installed
on each coal fiel dpi pe bel ow the bunker and
above the feeder. Each sanpler is controlled to
increnentally sanple the coal fromits feed pipe
within a few mnutes of firing. It is inportant
that the coal passing through each pipe is
sanpl ed, since coal feedrates can vary very
wi dely frompipe to pipe. This process of
proportionally sanpling all pipes assures that
each increnent retrieved represents the
corresponding fractional |ot of coal fired.

The conposite of these increnents
(gross sanple) will therefore truly represent
the entire coal lot fired during the sanpling
peri od.

| ncrenment spacing is user selectable.
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Typically the spacing is automatic and

proportional to the mass of coal -fired.

The Coal Lantz system has been
denonstrated to be reliable, both nmechanically
and with regard to sanple bias. Once per day
the sanples fromeach coal pipe sanpler are
gat hered, conbi ned and anal yzed. Tests have
shown that this sanpling technol ogy, conbined
with good this sanpling technol ogy, conbi ned
Wi th good analysis, provides reliable as-fired
total BTU, total sulfur and total ash input for
each sanpling period.

We propose that utilities who have
installed and i npl enent as-fired coal sanpling
and anal ysis as descri bed above, and in
accordance with the appropriate ASTM st andards,
be allowed to directly use as-fired sul fur
val ues (as calculated fromthe fired nmass and
percent sul fur fromthe 24 hour proportional
gross sanple) as substitute data for S02
conpliance. W do not proposed that as-fired
coal sanpling and anal ysis be mandated as either
a primary or back up technol ogy. However,

utilities who install and validate as-fired coal
sanpling and anal ysis should be allowed to use
the results to denonstrate conformance.

Direct substitution of as-fired sulfur
val ues as descri bed above can sinplify both
Sections 1 and 4 of Appendix Cto Part 75.
Direct substitutes will not conprom se the
proposed acid rain rule and CEM obj ectives of
provi di ng conpl ete and accurate eni ssions data.

The proportional as-fired sanple will
produce a reliable nmeasurenment of unit sulfur
i nput for the sanpling period. The sanpling
period for heatrate neasurenent is typically 24
hours. The 24 hour sanpling period foll ow
sul fur input will certainly neet the objectives
and intent of the proposed rule and specifically
of Part 75.21 (alternative nonitoring systens)
and Appendix Cto Part 75 (m ssing data
statistically estimating procedures).

The data obtained from proportional
as-fired sanple analysis can be directly
substituted for m ssing CEM data. The as-fired

sanpl e anal ysis can provi de the maxi num val ue
for total unit sulfur input during the sanpling



period. This is a conservative val ue, since
sulfur is extracted fromthe conmbustion train
downstream of the sanple and before conbustion
products reach the stack. Sulfur is renoved
between the firing and the stack as foll ows:

1. Some fraction of sulfur is renoved
fromthe fuel as pyrites during the
pul veri zati on.

2. Sone fraction of sulfur is
absorbed in bottom ash during conbustion and
renmoved fromthe steam generator as part of the
bott om ash renoval process.

3. Sone fraction of sulfur is
extracted fromthe flue gas by adsorption and
absorption by flyash and renoved fromthe
econom zer hoppers, nechanical coll ector
hoppers, fabric filter hoppers or electrostatic
preci pi tator hoppers.

The amount of sulfur extracted
downst ream of the sanple and before the stack is

site and condition specific depending on coal
chemi stry, S02 to SO3 conversion rates, particle
characteristics, particulate collection
efficiencies, and other factors. However, the
amount of sulfur in the effluent as S02 is
certainly less than the as-fired sul fur.

Therefore, data obtained from anal ysis
of proportional as-fired sanples should be
al l owed as direct substitutes for m ssing CEM
data, and the rule should be witten to allow a
24 hour rather than a 6-hour deposit sanple.

We propose that units inplenmenting an
appropriate coal sanpling and anal ysis be
allowed to utilize the sulfur content data to
directly substitute for any m ssing data
periods. For short periods of m ssing data, CEM
val ues for the hours before and after the
m ssing data can be substituted. For |onger
periods, the total sulfur input as calcul ated
fromthe analysis of the proportional as-fired
sanpl e should be directly substituted. This
approach acconplishes the conservati smrequired

as an incentive for mai ntenance of high CEM
avai lability. It acconplishes this with a nore
econom cal, sinpler methodol ogy.

We appreciate the opportunity to
comment on the proposed acid rain rule. W hope
our suggestions can be inplenmented and



7 incorporated into the final rule.

8 HEARI NG OFFI CER KERTCHER: Thank you
9 very nuch.
10 Next on the agenda we had schedul ed

11 Bob Koppel mann of Jacksonville Electric

12 Authority, who is not her today. He and Bil

13 Bunpers, who is the person who woul d have

14 followed him have ceded their time to the next
15 speaker, who is Bob Bergstrom of |owa Sout hern,
16 who | believe will be acconpanied by Gary

17 walling. They will be afforded the tine that
18 would have originally been allotted to those
19 three speakers.

20 Bob Ber gstronf?

21 MR, BOB BERGSTROM (Attorney, |owa

22 Southern Wilities Conpany, Centerville, lowa):
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1 Good norning, Larry.

2 My nanme, for the record, is Bob

3 Bergstrom | amhere representing |owa

4 Southern. Wth ne today is Gary Walling from

5 lowa Electric. | have the easy part. Gry is
6 going to do sonme of the nore technically m nded
7 things here.

8 Secondly, mercifully for the audi ence,
9 and for you, we won't take the full 30 m nutes

10 that may be allotted to us. W wll tend to be
11 over sooner than that.

12 These conments presented here today

13 are the product of the conbined efforts of three
14 utility groups. W are representing the Upper
15 Mdwest G oup, the Cass of '85 Regulatory

16 Response Group and sone of the nenbers of the

17 large public power council. These three groups
18 have found nany conmon areas of concern and

19 forned a coalition representing approxi mately 30
20 wutilities.

21 Let us preface our remarks by stating
22 we recognize the difficult task that EPA has to

create these regulations within a very little
time franme. EPA should be appl auded for opening
up this process in an unprecedented fashion with
the Acid Rain Advisory Commttee, and I may be
somewhat tainted by the fact that | was a nenber
and perhaps still am-- | amnot sure where the
process stands right now -- of that conmttee.

| believe personally but for the ARAC process,
the utility industry would be in total confusion
at this stage, but the for the opening up of
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that process. | applaud you on that.

EPA further is to be commended for
listening to all the conflicting constituencies
which are involved in this process. Qur
coalition tried to recogni ze the concerns of the
conpeting viewpoi nts, and we have offered what
we believe to be realistically sound conprom ses
that are reasonable in nature.

Since our coalition believes that it
is better to work with EPA whenever possible to
achieve vital goals at the | owest cost possible,
this coalition stands ready to further assist

EPA in the nonths ahead as we have in the nonths
gone by.

The intent of the Continuous Em ssion
Monitoring rules, or CEM is to ensure accuracy
by forcing the inprovenent of the nonitoring
technology. But the rules nust be realistically
achievable if the programis to obtain any
credibility in the em ssions tradi ng markets.

We believe the comrents we offer here
today are credible, achievable and
t echnol ogy-f orci ng.

| want to specifically highlight at
this time sone positive areas of the regul ation
that the coalition and the EPA should be
commended for as well.

Nunber one, in regard to incentives
EPA has really enbraced the concept of econonic
incentives. Heretofore the concept of econonic
i ncentives enployed by the EPA coul d be
characterized as one of a sliding scale of
penalties that you did not receive. |n other
words, "Here is the stick, and we will beat you

with it Iess often.”

Now t he EPA has seened to nove to the
concept of applying the carrot rather than the
stick, and we applaud you on that, too. The
proposed specification for Relative Accuracy
Test Audit, or RATA, frequency to be a function
of the level of accuracy obtained is a very good
i dea. Because of the very early deadlines for
CEM installation specified in the |egislation
nost affected units will order CEMs within the
next year or two. Uilities should and are
recei ving econom c incentive or strong signals
to inprove the performance of the CEMif such an
i nprovenent in accuracy -- |let nme back up: -- a



strong econom ¢ signal to purchase CEMs that
will inprove accuracy and result in a reduction
in cost from RATA frequency.

Such an econom c incentive can be very
power ful and we woul d recomend that EPA
mai ntai n and i nclude these incentives wherever
possible in the regul atory process.

Wth proper economc incentives it is

a wn-win situation, as utility ratepayer
benefits froma reduced cost to inplenent a
regul atory requirenent and the environnental
goals of the Acid Rain Program are al so inproved
by the installation of nore accurate nonitors.

Nunmber two, in regard to m ssing data,
the use of historical data fromthe data
acquisition systemfor supply of mssing data
for NOx, flow, and diluent gas, is a very
efficient use of reliable data which is already
avai l abl e. The use of actual operating data
fromthe data base is a reliable nmethod of
filling mssing data routines. This is a
positive commonsense approach to filling the
so-call ed m ssing data gaps with actual data
that is not actually m ssing.

Sonme use of the 90th percentile is a
sufficient penalty to provide the incentive to
mnimze the I ength of outages on the CEM
system The use of nore punitive val ues for
m ssing data substitution mght distort the
em ssions reporting to such an extent as to

j eopardi ze the confidence in the reporting
system And the trading narket.

Nunber three, with regard to bias, the
correction of data with a bias adjustnment
i nstead of EPA s earlier proposal, the one that
cane out in the OW draft in June of 1990 --
1991 -- excuse me. To invalidate the data,
while not perfect, is a vast inprovenent from
what we saw before. Since the data is not
m ssi ng, and since the adjustnent provides the
statistically valid correction for the nonitor
bi as, this proposal provides added confidence to
the validity of the reported emi ssions. As the
| egi sl ation provides an em ssion tradi ng market
for S02, we certainly agree with EPA that the
reporting of S02 should be as accurate as
possi bl e and neither under-reporting allowed nor
excessi ve over-reporting required.
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Nunber four, in the preanble of the
regul ati on published on Decenber 3rd EPA nade
statenents which indicated that the EPA was in
favor of or was favorable to the installation of

redundant nonitors or backup nonitors or perhaps
even portable nonitors for the collection of
data during mssing data periods for the primry
CEM W agree that such a back up system shoul d
not be mandatory but would be a preferred
solution for supplying policing data, because it
woul d provide the nbst accurate em ssions data
possi bl e.

However, we can not find such a
provi sion or | anguage for or allow ng such
redundant backup or portable nonitors in the
body of the proposed rules. And we strongly
recommend that these provisions should be
included to allow the the above-nentioned
systens and to provide the the npost accurate
em ssi on data possi bl e.

Nunber five, in regard to common
stacks, the proposed rules include provisions to
apportion or partition em ssions from affected
and non-affected units which share a conmon
stack for sul fur dioxide em ssions by the use of
parametric nonitoring. Since we believe the

congressional intent was to all ow unaffected
units to remain outside this |egislation, we
agree with the EPA proposal.

However, we must raise one concern
with regard to this, that the preanbl e appears
to suggest that a simlar apportioning of NOx
em ssions was going to be proposed. Again, in
the body of the rules, Section 75.11(a)(3)(iii)
appears to contain requirements which conflict
specifically with this objective.

We hope that the paragraphs in this
section contain typographical ererors, and we
recommend that the EPA include provisions to
al | ow paranetric apportioning of em ssions from
unaffected units so they can continue to remain
unaffected by Title IV requirenents.

Nunber six, with regard to inproving
standards of Protocol 1 gas, we are supported
and encouraged by EPA's commtnent to enhance
the quality standard for Protocol 1 gas
certification program Em ssion nmeasurenent
data that is supported by calibration gas
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standards of 2 percent or better quality would
certainly lend confidence to the quality of the
em ssion data obtained fromthe CEMs and enhance
the tradi ng market.

However, we woul d encourage EPA to
reconsider the 2.5 percent calibration error
specification for certification in Appendi x A,
since such a specification does not allow
sufficient error for even the inproved quality
specified for Protocol 1 gas.

Al t hough we have many areas of
agreenent with the proposed rules, we are not
here today just to applaud you. W have sone
concerns we want to put before you. There are a
nunber of areas which cause consi derabl e concern
to the group. The follow ng issues, which Gary
w Il now address, are major issues which we want
to highlight here today, and we believe can be
i mproved upon.

The principal areas of concern are the
bi as test, requirenent for conbined flow S02 and
the mssing data routine for S02. | will now

introduce Gary Walling fromlowa Electric.

MR. GARY WALLING (lowa Electric): For
the record, ny nane is Gary Walling, and | am
with lowa Electric.

As Bob nentioned, we have three areas
we would like to talk about as major issues to
our group, the first being the bias test.

We recogni ze that EPA is concerned
about any potential method for affected units to
be able to under-report em ssions. Although we
believe that the vast mpjority of em ssion
sources will faithfully conply with their
conmitnents to control em ssions and to
accurately report those enissions, we can
recogni ze that EPA would want to elimnate
opportunities for an unscrupul ous owner or
operator to mani pul ate those em ssions. W
understand and share EPA's desire to pronul gate
nmoni toring regul ations which will require highly
accurate instrunents, as denonstrated in the the
rel ati ve accuracy requirenents, and instrunents
which are free frombias to elimnate the

under-reporting by any source.
| ndustry has an obligation to provide
conpl i ance, however, in the nost cost effective



met hod possible. W do not want to be required
to perform excessive nunbers of tests which do
nothing to inprove the performance or the
results fromthe reporting instrument systens.
We believe the following is a statistically
valid bias test and adjustnent system one that
is nore efficient and cost effective than the
current EPA proposal.

First, when a bias test is used in the
certification process with paired data fromthe
CEM and the reference nethod, the test
chal | enges the bias of the entire system
i ncludi ng the neasurenent site. After the
initial certification or recertification, we
shoul d not need to be concerned about any bias
associated wth the nmeasurenent site, since that
site does not change. The bias test should only
be concerned, then, with any bias which may
occur in the systemdue to changes in the

operation of the CEM system conponents or
el ectronics.

W believe that pairing of data from
the Protocol 1 gas injected at the flue gas
probe, with the data generated by the CEM
system can accurately detect any bias which is
i ntroduced after the system has been certified.

Second, the bias test used during
certification or recertification is a pass-fai
test. Since each CEM nust be certified, then
passi ng and passing this bias test is a
prerequisite for certification, and a source or
owner nust have every opportunity to correct a
faulty instrument until the desired | evel of
quality is obtained. The EPA may require a
source or owner to docunent the corrective
action taken between each attenpt to pass the
bi as test as an assurance that an owner or
source wasn't just fishing for a good result.
But the source should be allowed to perform as
many tests as required to achieve the required
| evel of performance to neet the specification.

Third, the proposed regul ati ons
specify the use of paired data fromthe Relative
Accuracy Test Audit to calculate a bias during
the periodic quality assurance/quality control
audits. W believe that the use of the paired
data fromthe daily calibration error check is a
nore effective nethod to determ ne bi as.
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Conmpari son of the uncorrected daily
calibration error wwth the Protocol 1 gas val ue

Wi |l provide an opportunity to determ ne bias on
a nore frequent basis -- for exanple, if you
want to calculate it as often as nonthly -- and

the data adjustnment factor could track the
cont enpor aneous conditions of the nonitor nore
cl osely.

An anal ysis has been perfornmed by our
coalition using calibration error data from 49
units. These results were conpared to 75 RATA
tests fromthese sane units. The figure is
attached to the back of the material you have
been handed.

The results denonstrate that the

calibration error data will provide simlar
results. That is, if you conpare the nunber of
failed bias tests, each nethod provides a
simlar amount of pass and fail.

Since the daily calibration error test
data is readily available in the data
acqui sition system the use of this data for the
bi as adj ustment woul d be nuch nore efficient and
nore accurate as this data is traceable to the
NI ST Reference Materials.

We believe the accuracy in the
reported em ssions which woul d be maintai ned by
the use of this 2 percent quality traceable to
NI ST Gas Standards woul d support the goal of
establishing confidence in the all owance trading
mar ket s.

Al so, the EPA has acknow edged t hat
the results of the collaborative tests indicate
that the the reference nethods are only capabl e
of achieving accuracies in the range of plus or
mnus 8 to 13.2 percent of the nean val ue.

Al t hough we encourage EPA to undert ake

efforts to inprove the reference nmethods in the
| ong-run, in the proposed regul ati ons we woul d
recomrend EPA revise the bias and the data
correction procedures to utilize the quality
control daily calibration error data.

Finally, if the relative accuracy of
the CEM systemis better than 5 percent, the
data should not require a bias adjustnent.

Si nce the neasurenent of any parameter involves
sonme randomerror, we believe that for highly
accurate systens these randomerrors in



12 nmeasurenent will not cause a significant anount
13 of under-reporting of data. W recomend EPA
14 specify sonme level of relative accuracy for

15 extrenely accurate systens for which no bias

16 adjustnent is required.

17 The second issue we want to tal k about
18 is the requirenents for the conbined S02-fl ow.
19 There is no need to establish a relative
20 accuracy for the conbined S02 and fl ow
21 instrunentation. The accuracy of each
22 instrunment is denonstrated with certification
0097

1 testing and periodic quality assurance/quality
2 control functions to assure the reliable and

3 accurate operation of each instrunment. It is

4 required to nerely performsinple mathemati cal

5 calculations to derive the actual em ssions of

6 S02 utilizing output fromthese instrunents.

7 EPA nmust recogni ze that each of these
8 instruments operates separately fromthe other,
9 so that the accuracy and reliability of each

10 instrument is not directly related. Conbining
11 the requirenent for accuracy of both instrunents
12 inposes a redundant and potentially conflicting
13 accuracy requirenent which nmay not be possible
14 to achieve simnultaneously wth individual

15 accuracy and bias tests of each separate

16 instrunent.

17 This is particularly true since the
18 EPA reference nmethods do not contain a conbined
19 relative accuracy procedure.
20 The separate reference nethod
21 procedures, when nerely conbi ned mat hematically,
22 do not provide a sufficiently accurate result to
0098

support the EPA specification.

The | ast issue | would like to address
is mssing data for sulfur oxide em ssions.

The preanbl e di scusses the need for
accuracy in reporting mssing data, and we agree
t here should not be an opportunity to
under-report em ssions, nor for an operator to
"gane" the system However, a m ssing data
substitution routine should not be required
10 which adulterates the quality of the em ssions
11 database through overly conservative data
12 substitution routines. Substitution of inflated
13 em ssions data will not serve to achieve EPA's
14 goal of establishing the market's confidence in
15 em ssions trading.
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When di scussing the installation of
duplicate certified CEMs, the preanble states
that this alternative was rejected by EPA due to
the high cost of this alternative if this
alternative was nandated. W cal cul ated our
costs for the proposed nethod of correlating the
fuel sulfur to the database of em ssions

accunul ated by the CEM The cost of the current
EPA net hod far exceeds the cost of a redundant
CEM Wthin the UM the cost to install a coal
sanpling device which will neet the
specification of the EPA's proposal range froma
half mllion to one mllion dollars per plant.

We believe the benefit gained, if any,
by the EPA s proposal cannot justify the cost.
To our know edge, there are no econom cal
aut omat ed sanpling systens commercially
avail able to sanple coal at the |ocation
specified in the regulation. The only
alternative for some of our plants would be to
enpl oy manual nethods to accunul ate and process
coal sanpl es.

A sanpl e nethod of substitution of the
hi ghest val ue, or sone variation, involving the
average of the highest five or the 90th
percentile, et cetera, of the S02 accunulated in
t he CEM data base woul d be the | east expensive.
This is particularly true for units with coal
sources which do not vary significantly in

sul fur content.

Even for units which have variable
fuel sources, the cost for reporting
artificially high em ssions would be only the
cost of the excess em ssions credits consuned
during the m ssing data peri od.

The preanbl e suggests that the EPA is
encouragi ng the use of backup portable CEMs as
repl acenent for a malfunctioning primry
system However, the actual rules do not
provi de for substitution of data from another or
portable CEM The only nmethod specified in
Appendi x C for units which do not have S02
em ssions controls equi pnment is the use of the
data fromthe coal sanpling/correlation nethod.

Therefore, we recommend that the EPA
al l ow data fromredundant or portable or shared
CEMs, that is shared with nonitors on adjacent
stacks, or adopt substitute data fromthe CEM



20 data base, which is based on sone variation of
21 the maxi num val ues over sone | ook-back peri od.
22 The variation enployed could be chosen which is
0101

1 nost representative of the historical em ssions
2 fromthe unit.

3 But even if the values were

4 conservative over-reporting em ssions, such

5 values would be preferable to the coal sanpling
6 nethod. The cost of the lost credits would

7 represent the incentives for the owner to

8 inprove the reliability of the CEM

9 | thank you for the opportunity to

10 offer these comments. The Coalition

11 respectfully submts the foregoing and requests
12 the EPA consider these when drafting the final
13 regul ations.

14 HEARI NG OFFI CER KERTCHER:  Thank you.
15 | have two questions. The data to

16 which you referred in your testinony, has that
17 been submitted for our review, as well?

18 MR. WALLING | don't believe so. It
19 would be available, though. It was just

20 assenbled here during the |ast week. | don't
21 believe we have had time to submt it.

22 HEARI NG OFFI CER KERTCHER: Were you
0102

1 expecting to send it during the public comrent

2 period?

3 MR WALLING Yes.

4 HEARI NG OFFI CER KERTCHER: The second
5 and final question is the procedure that you are
6 reconmending for the substitution of daily

7 calibration data in terns of the cal cul ation

8 itself -- is that in the submtted data?

9 MR. WALLING The cal cul ati on we woul d
10 proposes is virtually identical to the one that
11 is in the Appendix now. The difference is the
12 pairs of data would be the CEM val ue and the

13 Protocol 1 gas value. They would be the two

14 pairs of data that you would use in the

15 calculation. Oherwise, it would be the sane.

16 HEARI NG OFFI CER KERTCHER Wth a
17 daily adjustnment, or --
18 MR. WALLI NG You take the unadjusted,

19 the uncorrected, daily value and the bottle gas
20 value, and that forns a pair of data. Over 30
21 days you would then have 30 pairs of data. So
22 if you want to do it nonthly, you would do a



1 single calculation for nonthly --

2 HEARI NG OFFI CER KERTCHER: So, it

3 would be nonth by nonth, rather than by RATA

4 MR. WALLING That's correct. And, in
5 fact, | guess we propose it could be any tine

6 period. You would just need enough days to make
7 a large enough popul ation of conpared dat a.

8 Monthly was proposed because it was easier.

9 HEARI NG OFFI CER KERTCHER:  Thank you.
10 Next is Art Smith, Northern |Indiana

11 Public Service Conpany.

12 MR. ARTHUR E. SMTH, JR

13 (Environnental Counsel and Manager of

14 Environnental Affairs, Northern |Indiana Public

15 Service Conpany-Northern |ndi ana, Hammond,

16 Indiana): Good norning. M nane is Arthur

17 Smth. | amthe Environnmental Counsel and

18 Manager of Environnental Affairs for the

19 Northern Indiana Public Service Conpany of

20 Northern Indiana.

21 Also here with ne today is John Ross,
22 who is the Supervisor of Environnental Planning

1 at Northern |Indiana.
2 Nort hern Indianas is an electric and
3 gas utility, serving approxinmately the northern
4 one third of Indiana. W have three coal-fired
5 generating units inpacted by the rules during
6 Phase I, units 7 and 8 at the Bailly Station and
7 Unit 12 at the Mchigan City Station.
8 Northern Indiana is a nenber utility
9 of the Uility Air Regulatory G oup that
10 submtted testinony at the January 6, 1992
11 hearing in Washington, D. C
12 Nort hern Indiana would |ike to take
13 this opportunity to provide additional general
14 comments on the proposed rul es and highli ght
15 specific areas of which we are particularly
16 concerned. Northern Indiana will follow wth
17 additional and nore detailed witten comments on
18 the proposed rules during the coment period.
19 My comrents will focus on a few
20 areas: Phase | extensions, reduced utilization,
21 continuous em ssion nonitoring, and then the
22 allowance transfer deadline.
0105
1 | first would like to address Phase |
2 extensions. At Northern Indiana's Bailly
3 Generating Station our contractor is currently
4 constructing a flue gas desul furization unit or



scrubber which will serve two units, units 7
and 8. The installation of the scrubber is
schedul ed for conpletion in July of this year,
wel | before the Phase |I conpliance deadline, and
may be the country's first Phase | unit to do
so.

Congress both intended that the
requi renents of the Cean Air Act encourage the
installation of continuous technol ogi cal
controls designed to achieve at |east a 90
percent reduction during Phase | and to assure
that controls be installed in the nost
expedi ti ous manner possible.

Nort hern Indiana realized such and
acted early in anticipation of the acid rain
rul es.

Northern Indiana is primarily
concerned that the proposed rules regarding

Phase | extension plans reflect that
congressional intent.

The Phase | extension provisions in
the Cean Air Act Anendnents were designed to
not only allowa utility extra tinme for
installation ever a control technol ogy, while
not having to purchase extra all owances to cover
the shortfall, but also reward utilities that
installed the control device early. These extra
al | owances coul d potentially be banked for
future use or sold to offset the costs of early
installation and operation of the control
devi ce. EPA acknow edges this in the proposed
rules. Section 72.42(b)(1)(ii)(A) states that a
"unit for which an extension is sought wll
install on or after November 15, 1990 but not
| ater than Decenber 31, 1996, a qualifying
Phase | technol ogy."

Nort hern Indi ana generally supports
EPA' s proposal related to extension allowances,
but would like EPA to further clarify the
congressional intent. Since the word "install"”

is not defined in the act and the use in this
section inplies the follow ng definition, we
suggest that EPA clarify the word "install" is
defined as "conmmenced comerci al operation of a
qual i fying Phase | technol ogy."

I n addi tion, Northern Indiana insists
t hat EPA not adopt the alternative
interpretation of the statutory |anguage of



Section 404(d)(4)(A) and (B) nentioned at
56 Federal Register 63017.

Al t hough the application of the
alternative interpretation is unclear, it
appears that the strict application of this
alternative interpretation would yield the award
of a negative nunber of extension allowances.

Clearly, the intent of Congress was to
project a potential uncontrolled em ssions
estimate for determ ning a positive extension
al l owance availability, thereby rewarding the
early conpliance.

Section 404(d) directs the EPA to
review and take final action on each proposal in

order of receipt. Northern Indiana is concerned
about a system which would determi ne receipt in
terms of mnutes, seconds, or even fractions of
seconds. W have believe that the intent of
this section was that the order of receipt of a
proposal could be neasured or determ ned by the
day in which it was delivered or received.

Nort hern | ndi ana believes that the EPA
shoul d specify a date on which applications can
first be submtted. Should the Phase |
al  owance reserve be oversubscribed on that date
or any future date, the reserve all owances
remai ni ng woul d be apportioned according to a
systemthat woul d encourage the earliest
possi bl e operation of the the conpliant
t echnol ogy units.

| would next |ike to address reduced
utilization.

Nort hern I ndiana believes that the
general approach outlined in the proposed rules
provides for a fair and workabl e, although
somewhat conpl ex approach to dealing with

reduced utilization at Phase | plants. W
understand that protection is required to assure
that Phase | S02 reduction goals be achieved and
wi |l not be conprom seed by the unpl anned
shifting of generation from Phase | units to
ot her generating units.
We support the idea that should a
Phase | unit experience an unpl anned reduced
utilization, that several tests be available to
rebut the presunption that the reason was due to
a lack of consideration in a conpliance plan.
Nort hern I ndi ana supports the



13 additional neasure of an aggregate systemm de
14 Phase | unit test. The systemtest should take
15 into consideration the aggregate utilization of
16 all Phase | units in the North American Electric
17 Reliability Council region. Should the region
18 Phase | unit utilization be equal to or greater
19 than the unit's aggregate baseline, then the EPA
20 could be assured that the S02 reduction goals
21 are net and that conpliance planning and
22 allowance surrender requirenents are not
0110
necessary.
Next | would |ike to address the
monitoring certification of CEM
The nonitoring certification provision
states in Section 75.23(b)(1) that a 30-day
notice is required prior to certification or
recertification testing. Northern |Indiana
believes that a 30-day notice is warranted for a
certification determnation, but we feel this is
10 not necessary for the recertification testing.
11 A 30-day notice requirenment for recertification
12 could result in the needl ess | oss of additional
13 data while waiting for the period to pass. As a
14 result, we feel a recertification test should be
15 allowed in as short a period as can be agreed
16 wupon by the utility and regul atory agency.
17 Addi tionally, Section 85.18(a)(3)
18 states that EPA has 120 days to act on a request
19 for recertification. Northern Indiana believes
20 that this period is excessive and that an
21 approval or disapproval can and shoul d be made
22 within a 30-day period. The 4-nonth waiting
0111
period could require the needl ess and costly use
of an alternate nonitoring system
Next | would like to address CEM bi as
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1
2
3
4 testing.

5 Nort hern I ndi ana believes that EPA's

6 current proposal for nonitor bias testing using
7 relative accuracy test audit data is not an

8 appropriate nethod to determ ne bias from which
9 to apply a correction factor. The RATA is

10 conducted over a very short tinme period and does
11 not give a statistically representative picture
12 of long-term nonitor performnce.

13 Consequently, the RATA results should
14 not be used to adjust nonitoring data for the

15 6-nmonth to 12-nonth period between testing.

16 Instead, we support the use of information



collected during the daily calibration error
test to adjust the CEM data. This would require
daily retroactive adjustnent of em ssions data
to correct any inaccuracies that are not
automatically adjusted for during the daily

nmoni tor calibration.

We believe this procedure, when
conbined with daily nonitor calibration and
other quality control requirenents is the only
reasonabl e way of reducing the possibility of
bi ased dat a.

As sonme of the other commenters have
commented on, | would also |ike to cormment on
the conti nuous em ssion nonitoring-mssing
dat a.

Nort hern Indiana realizes that one
hundred percent data retrieval is not always
possible with CEMs and is concerned how t he
m ssing data values will be filled in. W
support EPA's posture, stated in the proposed
rul es, against the use of historical maximm
val ues which will result in outlier values not
reflecting actual operating conditions.

We believe that a realistic unbiased
approach to filling in periods of m ssing data
shoul d utilize the use of an hour before/ hour
after procedure. This procedure, when used with
reasonable limt of its use, according to the

duration of m ssing data, should result in a

| evel of accuracy which comes cl osest to val ues
t hat woul d have resulted from one hundred
percent data capture.

Even t hough EPA has concl uded t hat
extrenely high nonitor availability through a
bi ased estinmation techni que overrides the
statutory goals of accurate annual em ssions
data, we encourage EPA to adopt a reasonable
percentil e approach w thout the fuel sanpling
and anal ysis procedures. This additional
procedure woul d be very expensive to inplenent
and would add little to a reasonabl e percentile
appr oach.

Consequently, we support the proposed
90t h percentil e approach w thout the fuel
sanpling and anal ysis procedure, which would be
nost feasible for those sources with the |ess
t han 95 percent data capture.

Finally, I would Iike to address
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al l onance transfer deadline.
We commend the EPA for increasing the

al l omance transfer deadline fromJanuary 15 of
the year, as contained in the draft, to the now
proposed 30 days. However, Northern Indiana
continues to share the view of many ot hers that
a period of no less than 45 days i s needed.
Such a period gives utilities and other narket
participants a reasonable period of tinme that
Congress had intended to conpl ete all owance
trades. Extending this period to 45 days wl|l
not affect achieving the em ssions reduction
goal s after the statute.

| thank you for your attention. |
appreci ate your com ng out to Chicago.

HEARI NG OFFI CER KERTCHER:  Thank you.

| s Paul Reynol ds, Hoosier Energy, in
t he audi ence?

Qur next speaker will be Tom
Al bertson, lowa-l1llinois Gas and El ectric
Conpany.

MR. TOM ALBERTSON ( Superi nt endent,
Envi ronnental Services Division, lowa-11linois
Gas and El ectric Conpany, Davenport, |owa):

Good norning. M nanme is Tom Al bertson, and |
work for the lowa-1l11inois Gas and El ectric
Conpany, an investor-owned utility headquartered
in Davenport, lowa. | amthe Superintendent,
Envi ronnental Services Division at

lowa-II1inois.

| appreciate this opportunity to
di scuss the EPA' s proposed Clean Air Act
regul ations at this public hearing. Today I
woul d i ke to focus ny remarks on the Agency's
proposed Part 72 permt regul ations.
Specifically I would |ike to cormment on the
Agency's use of definitions in determning
applicability for existing Phase Il affected
units as applied to lowa-I1linois in proposed
Appendi x B to Part 72.

Proposed Appendix B to Part 72 lists
those units which the Agency has at | east
prelimnarily proposed as existing Phase |
affected units. Contained within this listing
are lowa-1llinois Gas and El ectric Conpany's
Ri versi de Generating Station boilers nunbers 6

7 and 8. It is lowa-lllinois" position these



OCOoOO~NOOITRAWN

units are not existing Phase Il affected units,
based on | anguage contained in the Cean Ar Act
Amendnent s | egi slation and shoul d not be

i ncluded within the proposed Appendi x B of

Part 72.

| recognize the Agency's request to
reserve comment on the inclusion of specific
units listed in proposed appendix B until the
rul emaki ng on existing Phase Il affected units
is proposed. W do intend to nonitor that
rul emaki ng and provide witten comments if
appropri ate.

However, the concerns | have today
center on integral definitions contained in
Part 72 that are used to determ ne applicability
under the act. Since these definitions appear
to be the primary basis for listing sources in
Appendi x B, the use of interpretation of these
definitions as discussed in Part 72 nust be
addressed during this comment period.

Before | el aborate further on why

t hese boilers do not neet the criteria for
i nclusion under Phase Il and therefore should
not be included in Appendix B, it is necessary
to briefly review the past and present operation
of the Riverside Cenerating Station.
This facility consists of four
boilers. The |l argest of these is an 860, 000
pounds per hour unit installed in 1961 and is a
Phase | affected unit. The steam produced by
this boiler serves a 136 nmegawatt generator.
The other three boilers in conbination
are sonewhat smaller than the Phase | unit and
were installed during the 1940s. These three
boil ers are connected into a headered system
that jointly serves a 5 negawatt generator and
supplies steamto a large industrial custoner.
Prior to 1988 this headered system
al so served a 46 negawatt generator. This
turbine was retired in 1988. The regulatory
applicability of these smaller units is
determ ned by reviewi ng the definitions of
"existing unit" and the exclusion provided for

cogeneration units under the "utility unit"
definition.

In Section 402(8) of the act, Congress
defines an "existing unit"™ with respect to the
applicability to Title IV of the act. This
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section al so provides that:

"For the purpose of this title,
exi sting units shall not include sinple
conmbustion turbines or units which serve a
generator with a naneplate capacity of 25
megawatts or | ess."

In the definition of "existing unit"

proposed in Part 72, the Agency nodified the
| anguage set forth in the act and limted the
scope of this exclusion by adding the
requi renent that the unit is exenpt if it only
serves a generator with a naneplate capacity of
25 nmegawatts or less. Adding this requirenent
to the definition narrows the applicability of
the "existing unit" exclusion previously
provi ded by Congress for headered systens that
coul d generate steam and el ectricity, such that

Ri verside Station boilers nunbers 6, 7 and 8
woul d potentially becone affected units under
Phase 1I1.

Moving fromthis expanded definition
to the proposed applicability Section
72.7(b)(2), the Agency further narrows the
"existing unit" exclusion by noting that a unit
is not subject to acid rain permtting under
this part if the existing unit did not and does
not currently serve a generator with a nanepl ate
capacity of greater than 25 nmegawatts.

Addi ng the proposed regul atory
| anguage "did not" is not supported in the
| egislation. The |egislative |language for this
definition exclusion in the act is postulated in
the present tense, speaking to units "which
serve" a generator and can only be interpreted
as of the time of enactnent.

Congress correctly concluded that it
wasn't econom cal to inpose acid rain regulation
on very small units in light of the margina
envi ronnment al benefit received. By proposing to

brush aside this exclusion, the Agency has
br oadened the scope of affected units beyond
what Congress i ntended.

Qur previous neeting and di scussion
wi th key Agency personnel on this matter
i ndi cated the Agency was interpreting the phrase
"which serve"” to cover the 1985 or 1985-1987
baseline period. This interpretation has no
support in the |legislative | anguage.



Based on these comments, the Agency
must return the "existing unit" exclusion back
to its congressional format, revise proposed
Section 72.7(b)(2) accordingly, and renove
Ri verside Station boilers 6, 7 and 8 from
Appendi x B.

Since Riverside Station boilers 6, 7
and 8 are cogeneration units, | also wish to
speak about the the definition of "utility unit”
under Section 402(17)(C) of the act. This
definition provides a regul atory exenpti on under
Title IV for a unit that cogenerates steam and
electric unless "the unit is constructed for the

pur pose of supplying or comrences construction
after the date of enactnent of this title, and
supplies nore than one-third of its potenti al
el ectric output capacity and nore than 25
megawatts electrical output to any utility power
di stribution systemfor sale."

Based on this definition, it is

lowa-1l1linois' position that the small boilers
at Riverside would al so be excluded under this
provi sion from bei ng existing Phase Il affected

units due to their cogeneration operation.

The | egi sl ative exclusion uses the
present tense by saying "unless the unit is
constructed,” indicating a cogeneration unit in
exi stence on the date of enactnent of the act is
exenpt fromacid rain permtting.

We have di scussed with Agency
personnel how the Riverside situation is
i npacted by this cogeneration exenption. It was
suggested by EPA that the determ nation of the
applicability to these small boilers as affected
units woul d depend upon the intent of their

installation in the 1940s. lowa-Illinois

di sagrees with this position. It is not
supported by legislative |anguage. It is also
not practical to expect that the Agency can
consistently inplenment this provision on unit
applicability, particularly when confronted with
situations |ike ours, where intention would have
to be determ ned from actions taken al nost 50
years ago.

In summary, lowa-I1linois believes
Ri verside Station boilers nunbers 6, 7 and 8 are
not affected Phase Il units. W urge the Agency
to be especially m ndful of congressional
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definitions contained in the act during its
numer ous rul emaki ngs, so that congressional
intent is accurately reflected in the final
regul ati ons promnul gat ed.

Thank you.
HEARI NG OFFI CER KERTCHER:  Thank you.
Qur next speaker will be Tom Col eman,

Chi cago Board of Trade.
MR. M CHAEL WALSH ( Advi sory Econom st

Chi cago Board of Trade, Chicago, Illinois): M.
Col eman was not avail able to nake a comment
today, so he asked ne to speak on his behal f.
M. Coleman is the Vice President and Director
for Econom ¢ Anal ysis and Planning at the
Chi cago Board of Trade. M nane is M ke Wl sh.
| am an Advi sory Econom st at the Chicago Board
of Trade, in his departnent.

My comments address the em ssion
al | omance market provisions in the acid rain
section of the Clean Air Act Anendnents. My
comments are sort of a broader perspective.
In doing so, | would Iike to step back and
regi ster a vote of confidence and expl ai n that
vote of confidence and support for the nmarket
approach that is used in Title I'V. | hope that
t hese conments can remind us all of the
i nportance of the detailed efforts you are al
undert aki ng.

| would also like to explain the Board
of Trade's plans for participating in this
mar ket .

The Chi cago Board of Trade appl auds
the EPA for its extensive efforts to make this
i nnovative programa reality. Congress and the
adm nistration did a great deal of work to pass
the legislation. The enm ssion allowance narket
programis a creative step to inprove regul atory
efficiency. The decision to use a flexible
mar ket oriented approach to reducing sul fur
di oxi de em ssi ons nmakes fundanental econom c

sense. |If it succeeds, it will significantly
| oner the cost of reducing em ssions.
This nmeans electric rates will be

| ower, which saves consumers noney and hel ps
i ndustrial conpetitiveness.
The Chi cago Board of Trade is the
worl d's ol dest and | argest futures exchange. W
currently support open outcry market trading in



36 futures and options contracts based on
agricultural commodities and financi al
instrunments. The Chicago Board of Trade wil|
of fer a nmechanismfor trading sul fur dioxide
em ssion all owances, and we have proposed to

offer a futures contracts on em ssion

al l onances. These futures contracts wll give
utilities and others a tool for managi ng the
price risk for em ssion allowances and thus wll
hel p inprove utility planning and cost control.

In addition, the Chicago Board of
Trade will propose to be designated as the
of ficial adm nistrator of the annual em ssion
al l omance auctions and direct sales.

While we are not experts on the
electric utility industry, we do know markets,
and we are working with firnms in the industry
and its regulators to nake sure the services we
of fer neet their needs.

The inmportance of our efforts is
hi ghl i ghted by comments made to our regul ator by
a major mdwestern utility. They said, "The
Chi cago Board of Trade's proposal will
facilitate the devel opment of a nationw de
al | owance tradi ng market, which should help to
ensure that em ssion allowances can be freely
traded and that the robust allowance trading

mar ket envi si oned by Congress in the anendnent
remains viable. A national futures market wll
al l ow tradi ng and di scovery of all owance prices
and give utilities a way to manage risk."

They added: "The flexibility for
conpl i ance options provided in the anendnent
will not be realized without a fair and
efficient way to value and trade all owances.
CBOT" s proposal provides such a nmechani sm

We believe our experience in running
active, fair and open markets will help nmake the
em ssion all omance market program a success. W
al so hope the success of this programleads to
adopti on of other market based environnent al
regul ati ons.

The em ssion all owance nar ket program
tries to remedy the well-known probl ens inherent
in command and control regulation. Conmand and
control environnmental regulations generally
provi de no incentives to those who can
efficiently nake extra pollution reductions.



22 They do not recognize or take advantage of the
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1 fact that different conpanies face different

2 conpliance costs, and they do not focus on the
3 big picture -- cutting overall em ssions at the
4 mninmmoverall cost to society.

5 Command and control regul ations and

6 command control econom es are inflexible. They
7 don't encourage ingenuity anong individual

8 Dbusinesses, and they require costly governnent
9 involvenent in numerous business decisions.

10 W seemto be in an era when the val ue
11 of free markets and market nechanisns are

12 becomng nore fully appreciated. For exanpl e,
13 consider the People's Republic of China and the
14 republics of the forner Soviet Union. In those
15 cases a conscious deci sion was nmade by

16 governnent officials to nove from command and
17 <control toward free markets.

18 At the Chicago Board of Trade we are
19 particularly aware of the worl dw de grow h of
20 organi zed futures markets, which may be the
21 purest formof free markets. In the 1980s
22 futures markets have not only been established

1 in the spheres of devel oped market econom es,

2 such as London and Tokyo, often with the help

3 fromthe Chicago Board of Trade, but also in

4 devel opi ng econoni es such as China and Hungary.
5 G ven these trends, it is entirely

6 appropriate for Congress and the EPA to bring

7 the strength of market forces to bear on solving
8 environnental problens.

9 The em ssion all owance program uses

10 rmarket incentives and sales to business. "W
11 wll let you earn rewards in the marketplace if
12 you can cut enm ssions nore efficiently.”

13 This is the sanme signal given to

14 producers of other products in a market

15 econony. It also introduces flexibility that

16 encourages those utilities that are nost

17 efficient at cutting em ssions to make nore of
18 the em ssion reductions.

19 This feature neans | ess resources are
20 wused up in cutting em ssions, and the costs paid
21 by electric consuners can be and are m ni m zed.
22 To summari ze, the flexible
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1 market-oriented approach contained in the sulfur
2 dioxide em ssion all owance market programis



3 exactly the right kind of step needed to help

4 |ower the costs of inproving environnental

5 quality. Mnimzing the cost of cleaning up the
6 environment nmeans we get nore environnental

7 quality per dollar spent. It also neans society
8 may be nore willing to undertake future efforts
9 to inprove the environnent if we can do so

10 efficiently.

11 The CBOT supports the EPAin its

12 effort to make the em ssion all owance market

13 work. The program nmakes econom ¢ sense and can
14 save consuners and i ndustry noney. W hope

15 electric utilities and their regulators can work
16 together to adopt rules that help nmake this

17 market a success.

18 Thank you forgiving ne the opportunity
19 to present these comments.

20 HEARI NG OFFI CER KERTCHER: Thank you.

21 Qur next speaker is N N Dharnarajan,
22 of Central and Sout hwest Servi ces.
0130

1 MR. N. N. DHARMARAJAN ( Pri nci pal

2 Engineer-Environnental, Central & Southwest

3 Services, Inc., Dallas, Texas): M nane is

4 Dharmarajan, and | amthe principal

5 environnental engineer for Central and Sout hwest
6 Services, Inc., Dallas, Texas.

7 | appreciate the opportunity to

8 present at today's hearing the prelimnary views
9 of the Central & Sout hwest system on the

10 proposed continuous em ssions nonitoring system
11 rules, Part 75.

12 | will attenpt to review areas of

13 nmmjor concern to us and of fer suggestions to

14 sharpen the regulations so as to permt easy

15 inplenentation of the regulations by utilities.

16 As to background, the Central and
17 Sout hwest System serves four states -- that is,
18 Arkansas, Louisiana, Oklahoma and Texas -- and

19 includes four electric operating subsidiaries.
20 The system serves an estinmated popul ati on of

21 4.2 mllion people and has an installed capacity
22 which approxi mtes 13,500 negawatts.
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1 The generation m x includes 43 percent
2 natural gas, 52 percent coal and lignite and

3 5 percent nuclear. The C&SW pl ants are Phase |
4 affected units under the 1990 Clean Air Act

5 Anmendnents. These plants fall into two

6 categories:



QOWoO~NOUITRWNE

=

Solid fuel plants, and we have a total
of 9 of these, which range in size from450 to
725 megawatts. And two coal and lignite units
are scrubbed.

Then we have natural gas plants, which
total about 56, ranging in size from25
megawatts to 470 negawatts. Sone of these units
have oil backup capability, primarily to augnment
el ectric production in the event of cold weat her
related gas curtail nents.

Forty-five of these 56 units have been
in service for over twenty years, with 8 other
units ranging in service from1l5 to 20 years.

Thirty-five of these 56 units are
operating at a capacity factor of |ess than 20
percent, and over 50 percent of these units have

not operated for the past three to four years.

Approxi mately 11 of the remaining
units can be classified as nedi um capacity,
operating in the range of 20 to 40 percent.

Before | delve into today's hearing's
topics, | would like to use this forumto
recogni ze the EPA' s responsi veness to sone of
the conments we made to the draft rule of |ast
sumer. I n particular we comrend the foll ow ng
EPA acti ons:

Amendi ng or deleting certain
requi renents based on a review of the need,
cost, hardshi p and experience factors that were
brought to its attention.

Scal i ng back on the requirenents for
and i ntroduci ng incentive-based rules for
redundant and costly activities, such as stack
testing frequencies.

Al'l owi ng for use of tenabl e nethods
for accounting of S02 comm ssion eni ssions in
gas-fired units when burning oil wthout the
need for costly stack nonitors and w thout the

need for costly stack nodifications.

Usi ng a phased and graduated rel ative
accuracy reginmen for the newy required gas fl ow
nmoni t or conponent in the em ssions
det ermi nati ons.

And del eting the opacity nonitoring
downstream of a wet scrubbed unit.

We nonet hel ess feel obligated to bring
to the EPA's attention certain other changes
t hat need consi derati on.



Adopting the suggested changes will be
a wn-win situation for both the EPA and the
regul ated community.

| have a slate of issues, both
techni cal and inplenentation issues, to share
with you. | will speak to as nmany as tinme wll
permt, and sone of these itens may have been
al ready pursued this norning by other speakers.

The first issue of interest to us is
the bias determ nation requirenment. The
proposed regul ations -- they intend to nmake use
of the relative accuracy test audit, or RATA,

data to make the the statistical CEMs instrunent
bi as determnations. |If the results indicate a
| ow bias, then the CEMs data em ssions data w |
be adjusted upward until such tinme as the bias
is corrected. High bias to the em ssions data
will not be tended to.

As stated in our comrents to the EPA
draft proposed rules |ast sumrer, we continue to
guestion the bias requirenents and the bias
determ nati on net hodol ogy. W w sh to present
our reasonings one nore time here and urge the
EPA to reconsider its position in the final
rul es.

1. Performance of a nonitor cannot be
enhanced beyond its capabilities, even with the
best systeminstalled and mai nt enance
practices.

The RATA process, which conpares
cont enpor aneously the CEMs performance agai nst a
reference nmethod that uses separate equi pnment
and personnel will introduce errors and
variability. The source of errors with the

reference methods will be in the sanpling,
anal ysis and data reduction steps.
Unfortunately the CEMs will have to absorb
the reference nethod errors.

3. The RATA process also entails
chal I enging the reference nmethod instrunent and
the CEMs with the process flue gas.
Unfortunately, the process flue gas stream may
have sone variability which could magnify the
statistically determ ned bias nunber.

4. The RATA process, and, hence, the
bi as determ nation, is acconplished for a short
time capsule, maybe a or two. Wth the
uncertainty associated with the reference nethod



procedures, the results of such a conparison may
be unduly punitive.

5. The reference nethods entailing
use of instrumental techniques in the RATA test
are permtted to use protocol gases in
establi shing and adjusting bias in these
i nstrunents.

In review ng the above facts, there

are conpelling technical, |ogistical and
precedential reasons for the EPA to allow the
daily calibration process, using protocol gas in
determ ning and adjusting CEMs bias, if needed.

The daily calibration error nethod,

W t hout external intervention, would be a
natural extension to account for CEMs instrunent
bi as determ nation w thout other factors, such
as sanpling errors, reference nethod

i naccuraci es, unduly penalizing the CEMs.

The second issue | would now like to
address is the relative accuracy limts for
conmbi ned fl ow pol | utant nonitor.

The proposed rul es contenpl ate
establishing a conbined S02 fl ow systemrel ative
accuracy standard of 10 percent effective
January 1 in the year 2000. The corresponding
i ndi vidual relative accuracy standards are
stated to be 10 percent for flow nonitors and 10
percent for S02.

Qur analysis of sinmulated relative
accuracy test data for both S02 and fl ow points

up a serious discrepancy with the proposed

conmbi ned SO02-fl ow systemrel ative accuracy
criteria. The the table summarizes the

problem | have attached a table which presents
a summary of what we have found.

The cases in the table illustrate the
conflicting nature of the proposed
requirenents. It can be surm sed that the
conbi ned standard called for in the proposed
regulation will be self defeating, result in
| oss of allowances, and will lead to untold
expenses associated with repeated testing to
chase an unattai nabl e nunber.

We suggest the EPA drop the conbi ned
criteria, which is nothing nore than a
statistical conputation with no real advance to
the accuracy of the emi ssions. Wat is
inmportant is the individual nonitor relative



19 accuracy standards, which are already
20 stringent.
21 | ssue No. 3 pertains to m ssing data
22 estimting nmethodol ogy for SO2 nonitors. The
0138

1 proposed regulation includes a requirenent for
2 establishing coal fuel sulfur content ranges

3 based on fuel analysis every six hours, which is
4 to be correlated to hourly CEMs values. In the
5 event of mssing data for a given hour,

6 depending upon the availability of the nonitor,
7 the operator would identify the sulfur content
8 range for the coal-fired during that hour and

9 select the 90th percentile value fromthe

10 appropriate range to fill in the m ssing S02

11 val ue.

12 We submit this requirenent is

13 unnecessary and m spl aced, especially in the

14 context of its use as a procedure for filling in

15 mnmissing data. W see this process as being

16 wunduly burdensonme and outrageously expensive.

17 To appreciate the conplexity of what
18 is required, we would like to review the details
19 of the steps involved.

20 The regul ations specify use of ASTM
21 protocols in the sanpling and anal ysis of the
22 coal. The sanpling conmponent would entail use
0139

1 of conpl ex mechani cal sanplers and collection of
2 35 sanples of 5 pounds each for every 1000 tons
3 of coal fed to the boiler. For one of our

4 lignite units this translates into approxi mately

5 one and one quarter tons per day of sanple. The

6 cost of the sanpling equi pnent, which is several

7 hundred thousand, manpower involved in

8 nmmintenance and coll ection of the sanples,

9 analytical equipnment involved and its operation
10 and mmi ntenance costs, do not warrant the use of
11 this proposed nethod.

12 We recomend the EPA drop the coa
13 sanpling and anal ysis requirenent for the
14 mssing data correlation. Use of the 90th
15 percentile historical nunber should be a

16 severe-enough penalty and an incentive for
17 higher nonitor availability.

18 | ssue No. 4 -- analytical information
19 turnaround time for gas units.
20 Appendi x D places a requirenent for

21 oil sanple analysis to be nade avail abl e the day
22 after the sanple is conposited or taken. W



1 feel this requirenent is unreasonable and

2 unnecessary.

3 Ol sanples are oftentines sent to
4 commercial |abs for analysis. The |abs al so
5 have a token systemfor scheduling their

6 workload and do not conmt to overnight

7 availability of information. Wather-rel ated
8 information can also inpact information

9 turnaround.

10 Considering the "de mnims" nature of
11 the em ssions fromgas units when burning oil,
12 we recommend that the EPA define a nore

13 practical tinme frame, such as a week, for

14 information turnaround.

15 | ssue 5 is opacity nonitoring for gas
16 wunits in peaking service.
17 The preanbl e Section 56, Federa

18 Register 63086, exenpts fromopacity nonitoring
19 gas-fired units that conmbust natural gas for no
20 less than 90 percent of their total heat input
21 during the year, when oil is used as the backup
22 fuel. W support the exenption.

1 We, are however, concerned about

2 instances where the gas-fired unit in peaking

3 service does not neet the literal definition of
4 "no less than 90 percent gas input on an annual
5 heat input basis."

6 In a peaking type gas unit which does
7 not operate in sunmer nonths but is called upon
8 inwinter for a limted period, gas curtail nment
9 could result in oil firing. Since the unit has
10 not operated for nonths and even sone quarters,
11 this short period of oil firing could transgress
12 the 90 percent gas heat input criteria.

13 The inportant consideration would be
14 that these units have effectively operated a

15 mnimal anmount of time.

16 We woul d suggest that the EPA extend
17 the opacity nonitoring exenption to al

18 gas-fired units, irrespective of their annual
19 gas heat input.

20 | ssue 6 is NOX nonitoring exenption

21 for low capacity factor gas units.

22 There are a whol e slue of issues there
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1 suggesting why we shoul d be exenpted from having
2 to nmonitor. Since there is less than one mnute
3 of time left, I will just hit the key points



her e.

Point 1: These |ow capacity factor
units operated with m nimal em ssions conpared
to a base | oaded unit. As denonstrated in our
pl ant statistics, over 50 percent of our peaking
gas plants have not operated for several years.

Point 2: The QA QC plans in Appendi x B
will require daily calibration checks, quarterly
assessnments and RATA tests.

Peaki ng service plants do not operate
for several nonths or even several quarters.
Expenses associated wth these daily checks,
firing up a unit to performthe NOx RATA,
adm ni strative burdens for both the utility and
the EPA, would far out weigh the efforts to
monitor insignificant em ssions fromthese
units.

The EPA can be provided accurate
accounting of the annual average NOx rates using

one of two reliable approaches. One nethod is
t hrough the use of AP-42 factors. A second
nmet hod i s through a conbi nati on of the average
| oad profile for a year in conjunction with a
| oad- NOx curve.

W strongly encourage the EPA to grant
exenption to peaking units based on the above
considerations. For establishing a definition
of a peaking gas unit, the EPA may wish to
equate the hours of operation of an exenpt 25
nmegawatt base | oaded coal unit as a standard.
These coal units are exenpted fromthe
noni t ori ng provi sions.

Do | have tine for one nore?

HEARI NG OFFI CER KERTCHER: Go ahead.

MR. DHARMARAJAN:. Thank you.

| ssue 7 pertains to the retiring unit
provi si on.

The regul ations include a provision to
exenpt affected units fromthe nonitoring
provision if a certified conmtnent is made to
permanently retire the unit before January 1,

1995. In the context of a Phase Il affected
utility systemsuch as ours, we would |ike the
EPA to extend the retirenent deadline to
January 1, 2000.

Phase Il affected units, especially
the gas/oil units, have no Title IV NOx em ssion
rates or all owances.
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Ei ghty percent of our affected gas
units, which totals 45 units, would have been in
service greater than 30 years by the year 2000.
Since these gas units, especially as presently
proposed, require NOx and dil uent nonitoring,

t he EPA shoul d consider affording the retirenent
opportunity provisions until 2000 and not
requi re CEMs.

As | nentioned earlier, other accurate
means are available to provide the necessary
accounting in the interimperiod.

One last issue: Recertification
standard. The proposed rules require a 30-day
notification prior to certification and
recertification. For purposes of

recertification, this requirenent could nean

| oss of additional data while the unit is

awai ting EPA certification. W recomend that
the EPA provide the utility sone flexibility by
not requiring notice of recertification.

The EPA shoul d al so consi der
devel oping a list of routine maintenance
activities, such as changi ng probes, replacing
| anps, conputer boards, et cetera, which wll
not trigger recertification.

In conclusion, tine is not going to
permt ne to share several other inplenentation
type issues. These will be submtted in detai
by the February deadline. W thank you for your
time and hope that our comments and
recommendations will be of use in your final
rul emaki ng process. W want to work with you in
devel oping a set of regulations that can be
easily adm ni stered and i npl enent ed.

Thank you.

HEARI NG OFFI CER KERTCHER:  Thank you.

At this time | amaware of only one

nore speaker. That person is Phil O Connor of
Pal mer Bel | evue Corporati on.

| would |ike anyone else in the
audi ence that has not presented conmments that
would Iike to do so to present me with your nane
and affiliation, so that | can call you up.
O herwise, the hearing will be adjourned after
M. O Connor nakes his presentation

MR PHLIP R O CONNOR (Chief
Executive Oficer, Palner Bellevue Corp.
Chicago, Illinois): This will be very brief.



My nane is Philip R O Connor. | am
chi ef executive officer of Pal nmer Bellevue
Corporation of Chicago. | appear today to
provi de coment on these proposed rul es.
shoul d note ny comments are really fromthe
vant age point of | have enjoyed serving as
chai rman of the All owance Tradi ng and Tracki ng
Subcomm ttee of ARAC

| will largely confine ny brief
coments to just a few areas, where | take sone
exception to the proposed rules or where

U.S. EPA has specifically asked for comment on
opti ons.

As a general matter, any |ack of
attention | mght give to any point in ny
coments ought to be taken as a statenent of
approval for everything else that | don't take
exception to.

My opinion is EPA has done an
absol utely outstanding job in preparing these
rules for what is really a rather conplicated
process.

| mght send sone further witten
comments in on another point if | discover any
poi nt of difference that | have with the rules.

Wth respect to the designated
representative first, I think U S EPAis
absolutely correct in rejecting the suggestion
that it require unaninmty in the designation of
the representative in the case of nulti-owner
units. In fact, mnority interests are
perfectly well protected in the |aw by reason of
the requirenment that all owners share and share

alike in the proceeds or other econom c benefit
of the use or transfer of allowances. In other
words, if anybody does sonmething, a mnority
owner is in there on an equal basis, and that
ought to be sufficient to deter any kind of

m sbehavi or.

In addition, a unanimty requirenent
woul d create the possibility that for isolated
incidents, in which current disputes anong
owners have already -- where they already exist,
a mnority partner would really have an entirely
new weapon in the disagreenment, and that woul d
constitute really an interference by the
U S. EPA in existing commercial relationships.

Wth respect to the tel ephone queue,



woul d only say there is sone potential there for
gaining -- there is always sone potential for
sonme kind of snafu. My own opinionis it would
be preferable for EPA to adopt an order of
recei pt approach to Phase | extensions, which
sinply relied on each 24 hour day as a single
time period in which all filers on a day woul d

be treated on an equal basis. That is only pro
rata to the extent that on any particul ar day
the all owances for the extensions would have run
out .

On the other hand, | would note that
if EPA does stick with the tel ephone queue, the
option there for the utilities in questionis to
engage in a voluntary pool, that has been
suggested. So, there is a fallback to that.
Nevertheless, | think it would be preferable to
have a 24-hour period.

Just several points on the allowance
tracki ng system EPA has nade the correct
choice in choosing to inmediately record
transfers of future year allowances rather than
waiting for a final transfer recordation pendi ng
the end of the year in question. The reasoning
of the rule is sound. |mediate recordation
shoul d | end support to a nore certain and
therefore a nore liquid and efficient market in
al | omances. The speaker fromthe Board of
Trade, | think, in nmaking the point about the

operation of a market, would probably agree with
t hat point.

Secondly, U S. EPA shoul d di spense
with any reservations it m ght have about the
preferred option it has offered of assigning a
uni que identification nunber to pr each and
every allowance. There is strong argunent in
favor of the unique |ID nunber approach. It
provi des greater flexibility for tax purposes.

It provides greater certainty in ownership, thus
reduci ng conflicts and di sputes.

It also will prove out, | think, as an
i nportant research tool in future years as the
Acid Rain Programis eval uated and for purposes
of applying | essons |earned in the allowance
programto ot her areas of environnental
protection.

The EPA and others will be able to
track all owances through the system much nore



20 easily, and it is alittle bit like tagging a
21 duck or sonet hing.
22 Finally, U S. EPA shoul d consider
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1 carefully the possibility of outsourcing at
2 least two aspects of tracking of the all owance
3 system One would be the tracking system
4 itself, and perhaps outsourcing the devel opnent
5 and operation of that to a firmskilled in the
6 operation of conplex electronic information
7 systens.
8 Secondly, as it has, it should proceed
9 to consider outsourcing of the auction.
10 | would note that with respect to at
11 least the tracking system and the outsourcing
12 there, attention mght be given in the future to
13 sone set of nopdest fees for accessing the system
14 or for using the system perhaps, to conpile
15 information other than in its raw form That
16 mght produce a self-sustaining revenue flow,
17 thus providing a better basis for an expectation
18 of quality over the years.

19 In any event, | think we al
20 appreciate the fact that EPA has schedul ed these
21 hearings here in Chicago. | would note only for

22 those people not from Chicago who are in

1 attendance that they should take the opportunity
2 to visit the Museum here before they go hone.

3 Thank you very much

4 HEARI NG OFFI CER KERTCHER:  Thank you.
5 | s there anyone el se in the audi ence
6 that would like to nake a presentation?

7 Not seeing any, | would |ike to once
8 again thank all the speakers for their

9 testinobny. It is really evident there are a
10 nunber of different points of view on various
11 subjects. The task ahead of EPA nowis to

12 digest this testinony, as well as the conments
13 that will be received up through February 3rd.
14 And, as is obvious, the second day of
15 the hearing in Chicago will not be necessary.
16 The hearing i s now over.

17 (WHEREUPQN, at 12:05 p.m the

18 heari ng was cl osed.)

19
20
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